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EFFECT OF THE FOOD SECURITY ACT OF 1985 
ON THE DOMESTIC LIVESTOCK, DAIRY, AND 
POULTRY INDUSTRIES 



thursday, september 3, 1987 

House of Representatives, 
SutcoumrrKS on Livestock, Daiby, and Poultry, 

COMUITTKE ON AOSICULTURE, 

Pueblo, CO. 

The Bubcommittee met, pursuant to notice, at 8 a.m., in 4-H Au- 
ditorium, Colorado State FaireroundB, Pueblo, CO, Hon. Charles W. 
Stenholm (chairman of the suocommittee) presiding. 

Present: Representative Campbell. 

Also present: Representative E (Kika) de la Garza, chairman of 
the committee. 

Staff present: Daniel 6. Wa^foner and James A. Davis. 

OPENING STATEMENT OF HON. CHARLES W. STENHOLM, A 

REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. Stenholm. This public hearing of the House Agriculture 
Subcommmittee on Livestock, Dairy, and Poultry will now come to 
order. 

Good morning to each and every one of you. We are glad to see 
jrau here as we are glad to be here. I am Qiarlie Stenholm, and it 
IS my pleasure to welcome you to today's hearing. 

The subcommittee looks forward to receiving testimony and writ- 
ten statements from a broad slate of witnesses who will focus upon 
the 1986 farm bill and its effect upon the domestic, livestock, dairy 
and poultry industries. 

Joming me on iny right is the distinguished chairman of the 
House Agriculture Committee, my good fnend and strong support- 
er of American agriculture. Congressman Kika de la Garaa of 
Texas. 

On my left, I think vou rect^nize, my colleague and your Con- 
fCressman, Ben Campbell. Ben, we appreciate very much you invit- 
m^ us to your district for the purpose of hearing from your con- 
stituenpy and the entire state of Colorado. 

On behalf of the subcommittee, we really do appreciate your in- 
vitetion to be here. I have found in my brief service in the Con- 
gress that it is alwaj^ helpful to get home and listen to your con- 
stituency. Moreover, if we are to do our job regarding agriculture 
as a whole, it is impinlant to hear hom other constituencies. And 
it is a lot less ^cpenaive for us to come to you than for this audi- 
ence to come to Washington. 
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I believe the strength and support of the 1985 farm bill is in the 
fact that it is a policy of the times, it is a compromise. The 1985 
farm bill is not perfect. It certainly has not yet solved all of the 
problems we are facing in agriculture today. 

And I'm sure most everyone in this room understands what the 
concerns are today. No piece of legislation can ever solve aU of the 
problems. It takes more than legislative action. We also must rec- 
ognixe that the challenges will always be there just like they 
always have been. 

In summary, let me say one of the thorniest patches we have to 
go through in developing agricultural policy is finding a way not 
only to deEil with producers problems for the nest growing season 
or production cycle, but address our future as well. Hopefully, 
today's hearing will help focus attention on new thoughts, con- 
cerns, and questions which will need to be explored and studied as 
we move toweuil the futiue. 

At this point in time, I would like to rea^^nize Chairman de la 
Grarza for any opening remarks that he might like to make. Mr. 
Chairman. 

OPENING STATEMENT OF HON. E (KKA) de la GARZA, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

The Chairhan. Thank you very much, Mr. Chairman. 

I very much appreciate my personal invitation and the invitation 
to the committee irom our good friend Ben Campbell, a valued 
member of the Agriculture Committee. I Eim very happy that I was 
able to be here with Ben, as we feel that he in behalf of Colorado 
agriculture and agriculture in general throughout the United 
States is making a valued contribution. 

We have enjoyed vety much working with him. I have not been 
in this area for a couple of years, and I thought it would be good 
for me to come bfick. We have enjoyed a little bit of the fair y^ter- 
day, and I hope we will have more opportunity to visit with as 
many of the farm, ranch, and agricultural producers and friends in 
this area as we have opportunity throughout the day. 

Those of you who are going to participate, we appreciate your 
contribution. We came, as Chairman Stenholm has said, to listen to 
you, to receive your concerns, your contributions eis to what we can 
do further. I would like to extend my special appreciation to the 
commissioner of agriculture. Dr. Decker, for his appearance here 
today, and also publicly to extend my appreciation for the kind re- 
ception the Governor gave me last night and the visit that I bad 
with the Governor last night. 

So, Mr. Stenholm, Mr. Chairman, I turn the mike back to you. I 
have a distinct pleasure being a member of all of the subcommit- 
tees, which just adds to the work that I have to do, but it means 
that I can go to the countryside and visit all of the areas of the 
United States when they travel. So I appreciate being with you 
today and hope that we have a very good hearing. 

To those (^ you who have come to participate, we thank you 
agEiin, and Ben, thank you for inviting us. We hope that we have 
you as our colleague for many more years to come. 

Mr. Stenholm. Thank you, Mr. Chairman. 
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Ben, before I recognize you for your opening remarks, let me ez- 
prsBs my r^^ret in missing the festivities last night, the rodeo, and 
the junior livestock sale. Furthermore, I also understand that there 
were a lot of Texas jokes that were going around last night. Well, 
we are big enough to take it, and we want to assure you that there 
is no validity to the rumor that the relationship of your district 
with this committee will be hurt. Nothing to that. 

We are able to take any and aH jokes at all times, even when you 
joke about the Dallas Cowboys because we are going to have to 
play Denver this year. 

Ben, I Eun very pleased now to recognize you for any opening re- 
marks. And, again, I say thank you for inviting us here to Pueblo. 
It shoflffi your interest not only in your district but in your entire 
State. 

OPENING STATEMENT OF HON. BEN NIGHTHORSE CAMPBELL, A 
REPRESENTATIVE IN CONGIffiSS FROM THE STATE OF COLO- 
RADO 

Mr. Campbell. Thank you, Mr. Chairman. 

After going to the rodeo last night with Chairman de la Garza 
and hearing a few of the jokes, I was a little concerned that I 
might be the only one here this morning, but it is nice that you 
took it in good jest, find that seems to be the ongoing thing in Colo- 
rado, Texas jokes. Perhaps there are Colorado jokes where you 
come firom. 

But I know you would rather be on your own ranch where you 
raise cotton, wheat and Santa Gertrudus cattle, and I appreciate 
you coming up to host this hearing. 

I can't even remember the last time an agricultural subcommit- 
tee hearing was in Colorado, and last night I was talking to a gen- 
tleman who is in the audience, Dave Rise, who many of you folks 
know, who has been active for over four decades in Colorado agri- 
culture being virtually the pre-eminent voice in the State l^i^- 
ture for agriculture. 

I Eisked Dave if he could remember when the last hearing was in 
this State, Eind he said he could not remember there ever being 
one. I think I am safe in saying if Dave Rice can't remember there 
being one, there has not been one. He has certainly been active for 
years in the Colorado agriculture community. 

To host this subcommittee and to have the chairman of both the 
fiill committee and the chairman of the subcommittee come to Col- 
orado gives us a great opportunity to express our concerns to the 
most powerful agriculturEil voices in the U.S. Congress. 

I know that you have taken time out &om your own schedules, 
and I apt>reciate that. Agriculture is a very important part of the 
economy in Colorado. We have approximately 27,000 farmers in the 
State of Colorado, nearly 12 million acres under cultivation. And, 
in addition, we have about 30 million acres in range and pasture- 
land. 

With farm gate sales of $3 billion annually and $600 million 
worth of agricultural products being exported out of the State this 
year, I am proud to serve on the Agriculture Committee with both 
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of the gentlemen from Texas, and will work with the committee 
and the State interests to make our future brighter. 

The youth who have contributed to the exhibits around us in this 
hall are going to be part of that future, with many of them des- 
tined to be agricultural leaders in this State; 59 of the 63 Colorado 
counties are represented in this 4~H building today here at the 
State Fair with over 2,000 exhibits covering 28 nonUvestock 4-H 
project areas. 

It took 140 teenagers, adult volunteers and cooperative extension | 
staff two and a half days to judge the exhibits alone. In addition, to 
the exhibits there are contests and activities taking place during 
the ftur involving over 1,000 4-H youth from all over Colorado. The 
4-H program which my family has been proud to be involved in 
over the years, provides the foundation for our youth as future ' 
leaders. 

For over 75 years, that leadership has grown and developed at. 
this State Fair. Our hosts have provided a most appropriate place | 
to hold an agricultural hearing. I appreciate the contributions of 4- { 
H and I hope that each of you wUl take time to visit the exhibits in ' 
this building before you leave. i 

I want to also thank Jerry Robbe, the general manager of the j 
State Fair, who has done a great job. Particularly making last ' 
minute rearrangements when we realized we mi|^t get a crowd \ 
bigger than the original room could hold. He has done a super job, 
and we certainly appreciate the work he has put into this hearing. ; 

And I want particularly to tiiank all of the people that showed 
up to testiiy, to have some input, and to participate in this hearing, 
and I hope that this will set a precedent that will be ongoing each 
year. 

Thank you, Mr. Chairman. 

Mr. Stenholm. You make a very valid point, Ben. This is a per- 
fect setting for an agricultural hearing, looking at the current and 
future of agriculture. 

Before we call upon our first panel, let me make some important 
announcements. In order that all of our witnesses be afforded an 
equal opportunity to present their testimony, the Chair would re- 
spectfully ask that all witnesses summarize their renoarks within a 
^minute time period with the assurance that the entire written 
text that you present and all supporting documents will be made a 
part of today's hearing record. 

In addition, if there is no objection, today's hearing record will 
remain open for 10 days for purpose of receiving additional and re- 
quested written information. 

Furthermore, we hope to have a couple of minutes after the con- 
clusion of the last panel to receive any comments or questions from 
anyone in the audience. If there are no further questions, let's pro- 
ceed with OUT first panel. 

I would like to call on Dr. Peter Decker, Colorado Commissioner 
of Agriculture, Denver, Colorado. Commissioner, we welcome you, 
We thank you for being here today. 
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STATEMENT OF PETER R. DECKER, COLORADO COMMISSIONER 

OF AGRICULTURE 

Mr. Decker. Thank you, Mr. Chairman. Thank you for visiting 

our good State, and I hope you have a chance to walk around and 

visit the fair. 

You will notice as you do that agriculture is very much the cen- 
terpiece of this fan* as it is the centerpiece of the economy of this 
State. 

My name is Peter Decker, commissioner of agriculture for the 
State of Colorado. On behalf of the agricultural community and I 
underline the word community and the Governor, Roy Romer, I 
would like to welcome you to our b^iutiful State and hope you will 
take advantage of this opportunity to enjoy our State, visit it, emd 
see this State fair which is in fact the showcase of Colorado agricul- 
ture. 

I would also like to express my appreciation to Congressman 
Campbell, and the other members of the House Agriculture sub- 
conmiittee for holding hearings in Pueblo so as to learn {irsthand 
dbout the economic issues facing Colorado agriculture. 

My remarks to you todi^ will focus on the financial condition of 
af^culture in Colorado. Tlie producers of agricultural products in 
this State face a common concern, the availability of affordable 
credit, long-term credit. Sudi credit is the linch-pin to the future 
for many of our State's producers. For unless the credit situation is 
remedied soon, no farm bill can be of much assistance to agricul- 
tural producers in Colorado. 

Others appearing on the agenda today will address many specif- 
ics of the farm bill. I would like to preface their remarks by dis- 
cussing the financial setting tmd where I perceive prt^ress can be 
achieved. I believe elU, and I imderline the word "all" of Colorado 
agriculture believes there is a credit crisis. 

Currently, one-third of our producers are in such serious finan- 
cial straits, that they will not likely be in business in the year 
1989. Another third of our producers, particularly among grain pro- 
ducers, have leveraged their assets so heavily that any signiAcant 
increase in production coste could force them out of business. 

The possibility of sharply higher costs for petroleum based inpute 
in agriculture looms eis a specter on the horizon. Private sector cap- 
ital sources, specifically small rural banks, are incapable of serving 
the needs of all of Colorado's producers. Those private banks will- 
ing to lend to the agricultural sector are generally unable to pro- 
vide long-term capital in sufficient amounte to meet agricultural 
demand, while those private sources with adequate capital are gen- 
erally unwilling to make farm and remch loans due to the high risk 
associated with agricultureil investment 

Who would hlaxae them for being a little gun-shy, for in the leist 
3 years the Colorado banking industry has suffered severe losses. 
In essence, their well is dry as it relates to long-term agricultural 
credit. Federal farm credit sources are the primary vehicle for 
lo^-term credit in Colorado. 

Tney are not healthy, and they are not serving the needs of the 
indusby. In my opinion, the Farm Credit Syst^ is in disarray. 
Uncertainty concerning the future of farm credit has caused conf 
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sion among its ranks, and those fanners and ranchers considered 
good risks are themselves waiy about continuing their relationship 
with a system in financial difncult^. 

In 6h(»t, the system lacks credibility both in terms of its manage- 
ment and its financial resources. We have seen, however, some im- 
provement in the administration of the Wichita Bank in recent 
months, and 1 sense that the agency is attempting to cooperate 
with producers in difficult positions. 

I also believe there is an earnest effort on the part of most local 
office directors to try to work with the borrowers in restructuring 
loans where they can. But the Colorado Department of Agriculture 
continues to receive numerous complaints irom producers who tell 
us that foreclosure notices arrive in the mail, not loan restructur- 
ing offers. 

Too often, producers are placed in foreclosure when the debt 
could be profitably restructured, and the farmer or rancher al- 
lowed to remain in business. These foreclosure cases are too often 
the result of overzealous office directors ignoring or misinterpret- 
ing the directives of the Wichita bank. I applaud, however, the ef- 
forts of the House Committee on Agriculture to work to recapital- 
ize and restructure the Farm Credit ^stem. 

In particular, I believe that establishing a new secondary market 
for agricultural loans will help enormously. The Farm Credit 
S^tem needs a vehicle by which risk can be spread out and new 
capital obtained through the Aggie Mae concept. Also, a decentral- 
ized system must be maintained but with greater accoimtabUity. 

With regard to the Farmers Home Administration, it is, at the 
present time, the mtgor blockage in the delivery system for farm 
credit in Colorado. I need not remind you of the unavailability of 
farm ownership loeui guarantees in the country, but I must inform 
you of the disastrous consequences this lack of funding is having on 
Colorado producers. 

FmHA farm ownership guarantees could expedite many farm 
loan restructuring efforts in this State. Indeed, without these guar- 
antees, many producers are without any alternatives. The Farm 
Credit System needs loan guarantees from Farmers Home to 
enable it to pursue its efforts to renegotiate and restructure its de- 
linquent loans. 

In Colorado alone, $4.3 million was allocated for the farm owner- 
ship guarantee loan program. Needless to say, in this era of loan 
restructuring, it doesn't take many loans to utilize the relatively 
sm^ amount. However, this fiscal year there Eu*e, by our reckon- 
ing, around $10 million left over in Colorado's guaranteed operate 
ing loan program. But the administrator's office in Washington re- 
fuses to ^ow these funds to be transferred to the area where there 
is neatest need tmd demand. 

The Colorado Agricultural Development Authority, a quasi- 
public agency created to generate capital in the farm and ranch in- 
dustry, has over $100 million in taxable bond funds to purchase 
Farmers Home ownership loan guarantees. This would obviously 
add significantly to the availability of credit in rural Colorado. 

But since these funds are tied to Farmers Home real estate loan 
guarantees, the money lies idle while our State's farmers and 
ranchers continue to suffer from a lack of credit. Private banks 
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also need Farmers Home loan guarantees to enable them to contin- 
ue to loan operating capital to their long time borrowers. 

Often, commercial lending sources could find would gladly take 
on partnerships with Farmers Home were it not for the multiplicty 
of delays, r^ulations, and confusing agency directives. In Colorado, 
only S percent of our 250 commercial agricultural banks will proc- 
ess Farmers Home loan guarantees. 

Our department has closely examined how Farmers Home is 
working in the State. It is not working well uniformly, and in some 
cases it is not even working minimally. We have leeimed that some 
county supervisors are unwilling to make loan decisions at their 
level. They are sendii^ the applications to a higher level resulting 
in unnecessary delays. 

My department surveyed the 250 commercial banks involved in 
farm lending. Of the banks responding, we have learned that the 
overwhelming m^'ority have a negative attitude towards the 
agency. But it is important to note that we did learn that certain 
Farmers Home of&ces did receive positive reviews from the local 
commercial bankers, particularly in northeast Colorado and also in 
the LamEir area. 

I can only surmise that more needs to be done to foster a better 
relationship with commercitil lending sources, and in spite of ef- 
forts at the State level to provide ^lssistance to the agricultural 
community, we are stymied by the lack of available funds emd an 
uncooperative attitude in the Washii^ton, D.C. office of the Farm- 
ers Home Administration. 

There is yet imother problem with Farmers Home. This past 
year, the Coloreido General Assembly adopted legislation to require 
mediation before a loan could proceed into foreclosure. Mediation is 
a legitimate recourse to immediate foreclosure, but it would seem 
as though the administrator of Farmers Home sees mediation as 
somethii^ to be avoided at aU costs. 

In a memorandum dated August 3, 1987, Farmers Home adminis- 
trator Vance Clark instructed his State directors that "Farmers 
Home is not obligated to participate m mediation services even if 
the State l^islation authorizing or requiring mediation purports to 
apply to Federal agencies." 

Mr. Clfirk goes on to say that "State, district and county ofRce 
personnel will not participate in any mediation procedures, negoti- 
ations, or conferences involving mediation services created under 
their respective State laws." Mr. Clark offers as an explanation the 
agency's fear that any cooperation with mediators might prejudice 
the agency's position in a pending civil action. 

Colorado's Farmers Home State director, Ruth Fountain has pre- 
viously notified the Department that although she was unwilling to 
Tecogoixe that State-mandated mediation applied to a Federal 
agency, she would instruct her State personnel to voluntarily coop- 
erate in Colorado's mediation efforts. 

Mr. Clark's directive has removed any hope that State mediation 
legislation wUl work in the short term, and how many farmers and 
ranchers will be forced to liquidate a potentially profitable oper- 
ation because of Clark's mean spirited attitudes expressed in his di- 
rective to State ofGces? 
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In summary, Mr. Chairman, the farmers emd ranchers in Colora- 
do deserve better treatment than what they have received from an 
inilezible and antagonistic Farmers Home Administration. We are 
roady to work with our State FmHA ofdce, and we will offer assist- 
ance to the local office directors who will accept it. But we cannot 
accomplish our fundamental goal of assisting Colorado's farmers 
and ranchers without the cooperation we need at the Federal level. 

We need Farmers Home Administration farm ownership guaran- 
tee funds immediately. These funds can be made almost overnight 
if the administrator so decides. We need leadeiship which will rec- 
ognize mediation as a viable alternative to foreclosure. We need 
Congress to call the agency on the carpet again and again until the 
message gets through. 

Farmers Home Administration is the mfyor bottleneck in the 
farm credit delivery system, and it is plugged solid ri^t now as I 
speak to you. Our State's producers are not looking for a handout 
or a bailout. They are looking for the fulfillment of a promise 
made. They expect and deserve a Federal credit assistance system 
which is affordable, efficient and equitable. It is critical to the im- 
portance of agriculture in this State. Thank you very much. 

[The prepared statement of Mr. Decker appears at the conclusion 
of the hearing.] 

The Chairman. Excellent statement. Mr. Campbell or Mr. Sten- 
holm. 

Mr. Campbell. No questions, Mr. Chairman. 

Mr. Stenholm. I have no questions, but I would comment just 
briefly on several of the points that you raised. Let me say, I appre- 
ciate very much your favorable comments on some of the actions 
that the House Agriculture Committee has taken r^Eirding fEU*m 
credit. 

Much of what you have indicated today that needs further atten- 
tion by the Congress regarding various administrative procedures 
both within Farmers Home Administration and Farm Credit 
System in my judgment is within enacted l^islation. I am very 
pleased to report to you and others that in r^;ard to some of the 
restructuring that we and the conunittee have felt was necessary 
in the Farm Credit System, that the Farm Credit System leader- 
ship of the United States in a meeting over the weekend, which 
Chairman de la Garza attended, emd met the challenee. 

They have now developed some profX>BEds that the full committee 
will be able to consider prior to brmgmg the l^islation to the floor 
of the House. 

The secondary market that you indicate your support for is said 
to be necessary if the Farm Credit Svstem is to again become a 
viable farm lender that it once weis and should be. 

I opposed the secondaiv market proposal for two basic reasons. 
One, 16 that I questioned how many more Federal guaranteed lend- 
ing programs this country can afford. Furtiiermore, I was very con- 
cemed that a secondary market would become a noose around the 
neck of the Farm Creoit System as we attempt to restructure it. 

In other words, by bringing in additional competition at a time 
&at the system is weak, it is going to be very difficult to project 
how we are going to strengtiien it. But in the l^islative process, 
those questions were answered, and I think now with the secondary 
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market and the restructuring provisionB, the Becondary market 
could be a very positive influence. 

In regard to the Farmers Home Administration, Mr. Campbell 
and I are not a part of the Conservation and Credit Subcommittee, 
but both of US have been very interested in sitting in and listening 
to testimony durinfc hearings r^iuding the manner in which 
Farmers Home is bemg admimstered. 

I am glad to see that at least parts of Colorado are utilizing the 
guaremteed lending program.^. 

That indicates that it can and should be done in all parts of farm 
country. We have to continue to be diligent in looking at what 
makes it work {md what makes it not work in various areas. 

Mr. Campbell. Mr. Chairman, maybe if I might jiist add a com- 
ment not a question to Dr. Decker. Since I have been home, I 
guess, about 25 days I think I have probably met with 100 or so 
farmers eind virtually all of them that I met with were in distress 
in some way or another. 

I don't think most of them at least at the grass roots level have 
had a chance to look at the farm credit bill eis it came out of com- 
mittee, but for those of you in the audience who do not know 
where it is, one of the reasons we wanted to have this hearing be- 
cause the farm credit bUl has not gone to the floor yet. 

We were under direction &om tne Speaker awhile back to try to 
get this bill that revises the Farm Credit System to the floor b^ore 
the break in August. And due to the foresight of both Chairman de 
la Garza and Chairman Stenholm, we kind of held off on &&t so 
that we could ra) out and get some grass roots input on it before we 
take it to the floor if there are some things in there that we need 
to change. That is why we want to hear from folks now during this 
break. 

Obviously, there is an awful 1 of input. As I remember there 
was Eibout 15 different hearinj mvolving over 115 witnesses, so 
there were a great number of le that came back here to voice 

their concerns about this bill. . ic just as obviously it is not going 
to help the people that have ah ly lost the farm. 

And many of the people tha e been comii^ in to me I tried 
to explain to them at l^st to my aoility what this is going to do to 
resolve future problems. H.R. 3030 certainly does not reeolve the 
problems tiiat they are alreai^ having with the Farm Credit 
System. 

I am just very sorry that there are some things we cannot go 
back and fix that have been done from previous mistakes. But 
hopefully some of the things we are doing now will address these 
problems in the future. 

Mr. Deckxr. As my testimony indicates, some of the problems 
are internal and adnunistrative within agencies that already have 
the legislative mandate or the authority to act to assist the system. 
And it is my judgment in certain instances there is not an attitude 
to assist, despite the fact that the laws are on the books and the 
money has been authorized. 

Mr. Stsnholm. Thank you very much for your excellent testimo- 
ny and your continued input to this committee. 

Mr. Dicker. A^in, all of Colorado agriculture welcomes you to 
this State, and we very much appreciate your presence here. 
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Mr. Stenholm. We now call panel two. Mr. Pnwiet, Mr. Brown 
and Mr. Wiley. The first witness will be Mr. Keith Propst, presi- 
dent, Colorado Farm Bureau. Mr. Propst. 

STATEMENT OF T. KEITH PROPST, PRESIDENT, COLORADO FARM 
BUREAU 

Mr. Pbopst. Thank you. Congressman. 

We are indeed plezised from the Colorado Farm Bureau that you 
gentlemen are here, and we think that it is very appropriate and 
timely that you come and we eu« highly appreciative. 

I have wiui me this momii^, J. Paul Brown, who is a eheepman 
from the Durango area, and Robert Wiley, a dairyman from 
Pueblo. They are members of our State Farm Bureau board, and 
successful and Intimate farmers in their areas. 

I am a working farmer and a rancher from Northeastern Colora- 
do, and I am also president of the Colorado Farm Bureau. I would 
like to confine most of my remarks here this morning to the farm 
bUl and credit legislation. It is such a massive Bubject. But I think I 
would like to talk and address most of my remarks about the live- 
stock industry and the nonpn^am crops in agriculture, and the 
effect of farm bills on those crops and those commodities. 

Because I think often when we consider fkgricultural l^islation, 
the foi^otten people are the people outside of the chosen commod- 
ities that have all the subsidies, tmd Eilthough the Farm Bureau 
supports most of thoee pn^rams, we think that they must be ad- 
ministered in such a way that they do not devastate people outside 
of the farm programs. 

I think it is very appropriate that the subcommittee on livestock 
come to Colorado because in Colorado 65 percent of our income 
comes from livestock production. And so wluit happens in the pro- 
gram crops has a very severe impact on those people and has in 
the pEist. 

I would like to just talk about a couple of issues that I think are 
important in this regard. As we go down the road and try to bring 
production, or production in line with the need, we have more and 
more pn^rams that divert acres, that are being set aside. People 
are getting money for setting aside this production. 

We in the Colorado Farm Bureau and the American Farm 
Bureau Federation level feel very strongly that if we paid people to 
divert acres that they should be truly diverted, and not hay, and 
grazed and all the other things that helped destroy people in other 
commodities. 

For instance, we got into a controversy here last summer as to 
whether our State ASC committee should allow hay and grazing on 
diverted acres. They have chosen not to. And just to point up some 
of the figures there, one of the four States that chose not to, and 
we think this is wrong. We think it should be mandated by the Sec- 
retary of Agriculture or by Congress and not make this a political 
issue between States, between counties, and all the rest. 

But to give you an example of what our State ASC committee 
came up with data to show that if we allowed hay and grazing on 
diverted acres it would bring in $5 million to those people that ran 
farm programs if they could hay and graze this land. But the other 
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side of the picture is they figured that it would reduce hay prices 
at least $5 a ton, and in doing so it would cost the hay industry 
around $18 or $19 million. 

And so we think this is a good point. It proves that it can be 
highly destructive and should be — and not be allowed. The other 
issue, I think that we all sat through the dairy herd buyout and 
saw what it did to livestock prices in general. And I personally be- 
lieve that the dairy farmers got less out of the dairy herd buyout 
than what it cost the beef industry through destruction of Uieir 
price, 

I was at a sale bam at Brush, Colorado the day they emnounced 
the consideration of the dairy herd buyout before they even talked 
about passing it, and calf prices dropped $5 to $10 just from the 
psychology of even talking about the program. And so these are the 
kinds of things that we have to watch out for when we tidk about 
fiarm pn^ams and how we administer them. 

We have to be very careful how we administer farm programs so 
they do not have a detrimentfd effect on the other commodities. I 
would like to talk a little bit about the farm pn^am in general. 
We think that it was a program that had a lot oif input, a lot of 
compromises as was statod earlier. We think basically that it is a 
good pn^am going in the right direction. 

We b^eve that the lowering of the loan rates have made a 
change, made our commodities competitive in world markets, and 
some place ultimately we must depend on these nmrkets. That we 
do not believe a way to cut, to bring expenditures in line on the 
farm bill is to raise loan rates. We think that this should probably 
be the last choice. 

That we believe strongly that we should lower the loan rates and 
subsidize farm income through the target price system which 
indeed the bill does. The other issue I would like to talk briefly 
about which isn't in the statement, make just a few remarks about 
the Farm Credit System. 

I think the first thing we must realize is that the Farm Credit 
System is in trouble because farmers are in trouble. And that is 
the only customers they have, and I think it is easy to go around 
the country and blame the system, the administrators, the struc- 
ture and everything else. And indeed there needs to be probably 
some corrections in administration and structure. 

But the reason the system is in trouble is because the farmers 
are in trouble. And I think that if we — we may have to have some 
mandated restructuring. That 1 think if it is done in such a way 
that all we do in the next couple of years is spend all our time re- 
structuring the farm credit s^tem, that there will be little or no 
assistance ever given to the farmer, and mayfoe we will have a good 
strong system in 2 or 3 years but we will not have fanners. 

And so we in the farm bureau think that we have to be very 
careful about the restructuring. It may have to be done, but it h^ 
got to be d(»e in such a way that the farm credit system does not 
spend all their time on this issue. That is one of the problems we 
hJave had the last couple of years. They went through a big restruc- 
turing OD their own, and disrupted the whole system to uie pet^le 
that had been dealing with fannen that were changed ana gone 
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and new relationships had to be built, and we think that is one of 
the reasons that the system is in trouble. 

We believe that any bailout or l^islation should not be cluttered 
with a lot of other things which will make it impossible for the 
system to operate as a business and be a business operation. We 
think that tiiere should be not too much mandating of homesteads 
and the whole thing because what the effect of this, we have found 
in Colorado. We had this type of l^islation. The effect of this is 
tiiat the remaining fiEuiners have higher interest rates and less 
equity to borrow mmi if you try to build too much of this type of 
tlung into the system. 

And at this point, I would like to close and let my companions 
here ofTer a few remarks, and then we would be glad to try to 
answer any questions that you might have about our testimony. 
Thank you very much, sir. 

[The prepared statement of Mr. Propst appears at the conclusion 
of the heanng.] 

Mr. Stknholh. Thank you very much, Mr. Propst. Mr. Brown. 

STATEMENT OF J. PAUL BROWN, SHEEP RANCHER, IGNAaO, CO 

Mr. Bbown. I would like to thank the committee also. To preface 
my statement, I would like to talk about a hat that one of my 
sheepherders wears. And the hat, on the front of the hat there is a 
pret^ lady, that kind of looks like Dolly Parton. And the wording 
on the hat says that if Dolly Parton was a farmer, she would be 
flat busted too. [Laughter.] 

I hope that Dolly is not irom Texas. I am here. I am a sheepherd- 
er, and I am here maybe not so much to represent Fetrm Bureau 
but to represent four little boys that are home taking care of the 
sheep while I am gone. The oldest one is 10. 

I am concerned about the future of agriculture, for those boys 
and for other boys and girls that will be the future of agriculture 
in the United States today- You know, over 50 percent, over 50 per- 
cent of agriculture as you well know does not get imy type of subsi- 
dy. We are talking about espedally the livestock indusbr, vegete- 
bles, fruits, and many other parts of agriculture that do not get 
subsidies. 

I would like to re-emphasize what Mr. Propst has said about how 
program crops affect nonprogram crops. And I would like to ask 
you as leaders in our nation to look at the programs that we come 
up with, and make sure that the prc^am crops don't affect the 
nonprogram crops as they have in the past. 

In our area and I am a neighbor to Ben, we can look across the 
canyon at each other's places and in our area we have a lot of hay 
that is grown. If hay is allowed on set-aside acres, that is going to 
really hurt the market and it is not fair for these types of pro- 
grams to hurt an industry that spent years and years in developing 
markets so that — and just for those markets to go down the drain 
because of artificially stimulated supplies that reduce the price of 
their commodity. 

There is other places that I would ask you to take a leadership 
role in as a livestock committee. Begulations, there are many r^u- 
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lations that we can trim back on that are really useless, that can 
really help the livestock industry, and agriculture as a whcde. 

I would like to point out that the U.S. Department of Interior 
and now the U.S. Department of Agriculture has held back and 
held back and held back on aUowing the toxic collar which is pred- 
ator specific, which you can put on a sheep's neck that will kill 
killer azotes or wolves or whatever the predator might be. 

And we need to, you as a committee could take a leadership role 
in helping to bring into focus the tools that we can use to make our 

firoduction more efficient. Taxation, I hope that you will take a 
eadership role in seeing that you do not Uix us once we can make 
a little money, we can put that back into the economy rather than 
being taxed to death. 

For my boys and for the future of agriculture, I would like to ask 
you to take a leadership role in balancing the budget of the United 
States. It is absolutely not fair to continually put the future of 
America into more and more debt, find we wm pay for that debt 
one way or {mother, either through higher taxes, through inflation, 
or maybe worse, through a depression in sometime if we do not 
take positive stops to balance that budget. 

Finally, we started a welfare system that is slowly consuming 
the free enterprise that has made this country great, tmd I ask you 
please to take strong steps in correcting these things. Thank you 
very much. 

Mr. Stbnholm. Thank you, Mr. Brown. Mr. Wiley. 

STATEMENT OF ROBERT B. WILEY, JR., DAIRYMAN, BOONE, CO 

Mr. Wiley. Thank you, Mr. Chairman. 

Welcome to Pueblo. This is where it is today, last night the 
junior sale, yesterday at the McDonnell-Douglas announcement, 
and other weeks of the yetu-. We feel we have an up and growing 
community. The chamber paid me to say that. 

We run a family dairy operation northeast of town about 20 
miles. We have seen some tough times lately. The Farm Bureau 
supports the dairy price support prc^ram that will bring supplies 
down to demand levels, Emd the dairy termination program has 
had some bad effects on producers because we paid for two-thirds 
of that even though we nave hardly ever been given credit for it. 

For the dairy diversion pn^ram, also cost us money. The dairy 
industry is trymg to help solve some of ite problems, and this has 
helped bring down the tremendous surpluses that we have. The 
farm bureau favors a system where the price level would be auto- 
matically adjusted acctnrding to the amount of net dairy products 
purchased by the Federal Govenmient. 

And we feel that goal is being approached, and we kind of feel 
like maybe Murphy's laws apply here. If you tinker with something 
long enough, it will soon breetk down, or if you tinker with a bad 
thing long enough, it will get worse. AJid so maybe we should leave 
well enough alone. We are concerned about the lai^e supply of 
heifers that will come on line here in the next couple of years pos- 
sibly returning us to the farmer oversupply position. 

Mandatory controls, eis has been suggested, base prc^rams and 
they have worked well in regional areas. I would suggest we go 
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alow on the national effort in this vein. We also BUpport some sort 
of a control on the casein imports. I realize in this country there is 
no casein manufactured. All of it is innmrted, but we are seeing 
about 90 percent of that going into the rood chain, and that is dis- 
placing 300 or 400 million or more pounds of milk, and this would 
help our surplus situation greatly. 

I am not suggesting that we do away with casein imports entire- 
ly, but at least give us some relief on this. We also would like to 
see that our dairy promotion boards are united instead of having a 
private board and our Federal board, get them t(%ether bo we 
aren't dupUcating efforts and save that money and put more of it 
into promotion and research. 

I would like to digress just a little from my prepared statement 
touching on farm programs. You know, most of us don't sign up for 
farm prc^ams because we are patriotic and we want to do it just 
to cut out some production. We do it because of a cash flow prob- 
lem. 

And yet we signed up in 1985 for 1986 programs and yet we 
haven't been piiid for part of 1986 programs. That doesn t help 

Sour cash flow situation a dam. In 1987 signup, we have seen very 
ttle of that If we are going to have these prcurams, they should 
be funded and paid promptly and none of this duly-dallvine around 
with gettiiw your money from tiie government. We don t like to get 
that, hut almost a necessity anymore if you are going to be in die 
small grain production. 

One thing on farm credit and I speak from 16 years of experience 
on the Pueblo Federed Land Bank Board and the Farm Credit Serv- 
ices Board of Southeastern Colorado, I salute, Mr. Chairman, your 
amendment that will cause restructuring of farm credit. I think we 
need more restructuring, cut out a lot of the excess people and rig- 
marole that has to go on, and get back to basics of serving the 
farmer and rancher borrowers who are actually the stockholder 
owners of the system. I think your amendment in that bill will do 
this, eind 1 thank you for it. 

Mr. Stenholm. Thank you, Mr. Wiley. Mr. Chairman. 

The Chairman. Thank you veiy much. I just want to verify the 
sort of document. Your testimony is that cattle are doing awa^, 
a>mmercial cattle business. Prices holding at least with a wee bit 
of maker. Homemakers are not out picketmg the supermarket that 
prices are too hi^. The herd is at a manageable level, so basically, 
we are at a holding level pattern. That will hold for a while, it wul 
be good. 

Is that basically it? 

Mr. Pbopst. Well, I think the cattle industry has paid a tremen- 
dous price to get where they are. And I think if we go back to the 
last or 6 years, about the time when we would start to ^ supply 
and demand, rancher* cutting beck herds, we had one thing or an- 
other that affect that. 

I think we were about there a couple of years ago, and the dairy 
buyout brought more things on the market, and depressed the 
price. But we are there now, and we think if we do something with 
other farm programs to affect this, we don't think it is fair. 

The Chaibmam. Don't mess up, that is what you are saying. 
Good. Thank you. Mr. Brown, you didn't mention it, but I near 
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from many people saying that the Wool Act is working fairly well 
and we mfmage to keej} it in the act. It is a national aecurity inter- 
est and it ia working fairly well. 

Mr. Shown. Yes, sir. 

The Chairman. And Mr. Wiley, dairy in spite of the Uttle prob- 
lem with the buyout, but the prc^am is basically gearing to what 
it was intended to do. The surplus is down. The cc»t is down, way 
down, Emd big chunk of that cost came back from the producer 
himself. We understand all of that. 

But basical^ the intent and what was intended from the produc- 
er, from the need of the country, from the Congress is basically 
coming about. Cost is down. Surplus is down. Price adequate bo you 
don't have — part of what we do is that the homemaker is not out 
picketing in front of the supermarket. That is very important, and 
that isn't happening now. 

But basically that is your testimony in those three areas. Thank 
you. 

Mr. Stenholm. Mr. Campbell. 

Mr. Campbell. Thank you, Mr. Chairman. Maybe a comment or 
two and then a (»uple of questions too. First a comment to J. Paul 
who is both a friend and a neighbor of mine down south of Duran- 
go. I think you know me well enough, Paul, to know that, when 
you talk about us being leaders, I nave never considered myself 
much of a leader in the agriculture field. 

But I certainly recognize the problems dealing with pet^le who 
are leaders, and that is one of the reasons I asked to be on this 
c(»nmittee because in Colorado we haven't had anybody on the Ag- 
riculture Committee in over a decade as you know. 

But if it is really an overwhelming problem as I get back there 
as a freshman, not having a lot of background in it, and certainly 
the technical questitHia are complicated. The factionalism between 
different groups and individual farmers make the process much 
more complicated and difficult to find an answer. 

But I just wanted to submit to Mr. Chairman, and for the record, 
thBt the reason 1 am in this game at all is because of tboM four 
boys you mentioned. I have a very strong belief about the family, 
and know when the family farms collapse, the families collapse. 
And I don't think it is just the future of agriculture that w« deal 
witii when we talk tdxnit family farms collapsing. We are talking 
about a m^jor social problem in the collapse of a nation, or at least 
the partial collapse of the nation. 

So I just wanted you to know that it is your family and families 
like yours that I have known for years that make me want to go 
back there, and even though I don't have a lot of the answers, at 
least I feel that by providing a conduit where people like you can 
have direct access, that will be a benefit to all <n us. And I just 
wanted you to know, you do have a wonderful family, and they are 
great kids, and I look forwEtrd to seeing those kind of kids grow up 
to be proud of their heritage and to be proud of the kind of lifestyle 
and home that you built for them, and hopefully will be proud in 
staying with the lend. Thank you for appearing. 

Maybe a question or two. As I understand it, Keith, if I didn't, 
maybe it went by me a little fast, but as we look at the dairy herd 
buyout in retrospect, I am familiar with the complications the 
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apang, and how it drove the cattle prices right, you know, virtu- 

ly to ue ground. 

As we look at it over a period of time now, do you think the ben- 
efits of that outweif^ the detrimental effect? You see prices of beef 
cattle coming back pretty well now, and I think people that raise 
commercial cattle are d<nng better than they have for years right 
now. Would you like to comment on that? 

Mr. PROPST. Well, I think it is a highly disruptive program. I 
think the supplies would have come, but I think they would have 
come on a more natural basis. I think the psychology of it was 
what the most devastating. You know, when the Federal Govern- 
ment announces a massive program, the markets do not know how 
to react and so they don't know how to reeict, they usually react 
bad. 

And even though we look back, and we say, well, gee, whiz, there 
wasn't that many more dairy cows that came eilong, and on and on 
and on. I mean to justify the progrcua, the fact still remains that 
people that were selling cattle in the midst of this, many of them 
are broke and gone and they aren't here today to t£^e advantage of 
whatever benefits may have come out of it by reducing the total 
numbers. 

I think it is just flat wrong to design programs — let's take the 
dairy program. Those producers were pEiid to produce milk over a 
period of yefirs through some kind of a price support program. And 
so they benefitted from the price program, but ^len we paid those 
very same producers $300 or $400 a cow plus a base to get out of 
the business, and down the road their neighbor had to sell their 
range cows for $300 or $400 to try to reduce a note, and it didn't 
even touch the interest nmch less the note and they are out of 
business and gone. 

I think programs like that — I am not against dairy programs or 
grain programs. I just think that we have got to be extremely diffi- 
cult—in the admmistration of these programs we don't kill off 
people who are out here trying to make it on their own without the 
direct benefit of the farm subsidy. 

Mr. Cabifbell. Well, talk about the administration of that pro- 
gram. That was one of my understandings just talking to people 
that were affected. Because it was administered wrong and it was 
done too soon is what created that. Perhaps none of us do. 

You also mentioned the portion in this bill that we are dealing 
with now, although you didn't say it in the same context I am 
going to, but it dealt primarily witii the right of first refiisal. 

Mr. Pbopst. Of which bill? 

Mr. Campbsll. Of the revision to farm credit bill. Would you say 
that that is a position of the Farm Bureau, and you are not pEir- 
ticularly suppOTtive of that clause in there that gives the first right 
of refusal to the people that lost their land, or that system it sets 
up of relatives or former farmers and so on? 

Mr. Psoptrr. I just think that— just viewing the situation in Colo- 
rado from the legislation we have had in the last several years, and 
much of it was needed and probably the banking industry asked for 
it by some of their unreasonable approaches over the last several 
years. 
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But the fact remains that through chapter 12 legislation through 
the bill we have in this Colorado l^islature, plus the cleeir tiue 
legislation and all these things that many of our lending institu- 
tions, they don't have to come into agriculture. They can go some- 
where else. Many of them are withdrawing from agriculture, going 
back to Denver and loaning to other people, and that puts more 
pressure on t^ Farm Credit System, and on and on and on. 

I just think that we have to allow the Farm Credit System to op- 
erate as a business when we are through that we do not clutter it 
with a bunch of stuff tiiat would make it impossible fbr anyboc^ to 
run. I don't care who he is. By making it— huge delays, and how 
they can get their money if people can't pay offtheir notes and on 
and on and on. 

I don't think that anybody can run that type of business, imd I 
think Uiat we are in a period of stress with farm credit. We have to 
inftise some money into it, but somehow we got to get that money 
to the farmer and not spend all our time reorganizing. Certainly, 
the system probably needs some reorganization. I haven't worked 
in it directly that long. 

But all I know is if we spend another 2 years reoi^anizing that 
most of the farmers that need help will be gone and some of them 
that could be saved by spending time with them, instead of going to 
Wichita and figuring out how we are going to develop a new com- 
puter system or something else in the reorganization plan, I think 
many (^ those would be gone. 

My point is if we are going to have reorganization which I guess 
we are going to have to have to get Federal bailout, it must be 
done in such a way that people arrai't spending all their time serv- 
icing the reorganization plan and not the farmers. 

Mr. Campbell. Thank you. 

One other comment, Mr. Chairman, if I might, because we were 
urged to do something about the terrible Federal deficit and bal- 
ance the budget. For those of you who might be interested. Con- 
gressman de la Garza was the first prime sponsor of a balanced 
budget amendment clear back in 1965 long before it was fashiona- 
ble or even recognixBd that it was needed. 

And at the time in talking to him this morning, he said people 
just sort of laughed at him when he wanted to do that, and now ne 
tells me that every freshman that comes in there comes to him and 
asks him if he wants to be on their balanced budget amendment. 

We just reintroduce that with Congressman Stenholm being the 
prime sponsor, and what did we get? 

Mr. Stenholm. We now have 232 cospobsors.. 

Mr. Campbell. 232 cosponsors for that resolution. All three of us 
were cosponsors. You might like to know that. One other comment 
too. 

When we talk about balancing the budget, we are getting into a 
whole new complicated affair that just does not deal with farmers 
as you know J. Paul. And I might teU you as a freshman, it has 
been particularly difficult on me being an elected official back 
there to see the endless stream of Americans that come into my 
office with what I call a double standard. And that double standard 
is lower my taxes, balance my budget, but I need $10 million more 
for my progreun. 
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And if we have representative government, you have a choice 
when elected of saying, I am not going to help you get any more 
money, and they will immediately say, well, you are not sensitive 
to our communities and our needs, or you can say, I am going to 
help you get the money, and you are immediately insensitive to the 
balanced budget. 

So it is really a very tough position to be in as you probably 
know. One last comment that I would like some help ^m 3rou, Mr. 
Chairmem, is that we did deal with the casein problem this yeftr, 
Mr. Riley. 

And as 1 understand it, one of the problems we have is it has not 
been designated as em ag product up until this time. Is that right, 
under our international agreements? 

Mr. Stenholm. That's correct. 

Mr. Campbell. And we were trying to get it redesignated as an 
ag product so we could deal with it. 

Mr. Wn.EY. It's a manufacturing product right now. 

Mr. Campbell. But I don't know where that is. I don't know if we 
have had that redesignated or not at this point. 

We are still working on that. We have had some meetings with 
Ambassador Yeutter, ^e USTR, as you might know. We are work- 
ing on that, as well as workii^ on this tremendous influx or poten- 
tial influx from New Zealand of live lamb that are going to affect 
our wool growers. 

Mr. SrmniOLu. I could not agree more with you on your first pri- 
ority, the balanced budget and deficit spending. 

It is a direct result of borrowing more than your cash flow could 
sustain. And the difficulty we are having is to learn to live in this 
new international market. 

Some folks suggest to this committee that we ought to draw a 
little circle around America and not worry about export markets 
and imports. This Member of Congress believes that would be the 
b^inning of the end of agriculture, particularly family farming as 
we have known it in the past. 

Let me comment on the dairy whole herd buyout. I had 300 
feeder steers and stockers on wheat pasture, find I personally wit- 
nessed the decline of the market. I made the decision to go on to 
the feedlot in the belief that the problem at the time was adminis- 
btttive, and it was not a function of the l^islation that we had 
passed, and it turned out to be correct. 

But I have looked some young men, Mr. Brown, just like you in 
the eye in my district that went broke as a result of that 3 or 4 
weeks in which we had an administrative impasse. And it makes 
this job sometimes not so much fun because hindsight is always 20- 
20. But the dairy whole herd buyout was a compromise progreun 
agreed to by all peirties. 

Moreover, this committee is going to recognize those difficulties 
when we look at what we do in the future. 

Is this along the lines of what you are saying? 

Mr. Pkopst. When I weis talking about restructuring, I was talk- 
ing about restructuring of the total system. Isn't that what the 
farm credit bill mandates? Going from 12 to 6. 
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Mr. Stenholm. There is two restructurings. Encouraging the 
local PCA and the local land bank in working with the individual 
stockholders. 

Mr. PROPST. Well, we are 100 percent for that. 

Mr. &TBNHOLM. OK. 

Our amendment suggested that we no longer must have 12 dis- 
trict banks in order to deliver the service which is credit to the 
local borrower at the cheapost possible price. 

Mr. PsopsT. Well, I thiu that probably the restructuring is nec- 
essary, but my point is what is going to happen? Let's say that we 
do mandate, and it goes through — proposed. Don't you think that is 
going to be a tremendous time and effbrt just on the part of the 
people working in the system to accomplish a restructuring in the 
next couple'of years? 

And my point is, even though it may be a great thing at the end, 
and be a better system, in this interim period, are we going to let — 
just like the dairy herd buyout, are we going to let more and more 
Darmers go out the door broke because nobody had time to look at 
their loan, restructure it. They are all busy servicing the system, 
making it a better system so it will be better down the road. 

Mr. Stenholm. I totally agree with your concern. Are you sug- 
gesthig that we should not restructure at this time? Or are you 
saying, restructure but be careful that you don't spend too much 
time on that to the detriment of the borrower? What are you 



laying? 
Mr. Pb 



. Propst. Well, I am saying that we may need restructuring, 
but Congress can't say do it overnight before you get the money. 

Mr. Stenholm. We are not doing that. 

Mr. Propst. But anyway, just to make my point is that if some- 
body says, and I don't know what the bill says for sure, you know, 
it is a massive bill, but if it says that we are going to have to go 
from 12 to 6 and do it 1 year before you get an^ money to the 
farmer, all I am saying is in that year we are gomg to lose a lot 
more farmers. 

And at the end, even though we are going to have a strong 
Sjrstem, a better ^tem, it will be better all the way around be- 
cause all the weak farmers will have been gone because nobody 
had time to service their loan, they are always eoing to Wichito or 
somewhere trying to decide how to restructure the system. 

Mr. Stenholm. You are going to be very pleased with the techni- 
cal amendment to the Steimolm amendment. 

Mr. Wiley. M^ I respond? 

Mr. Stenholm. Mr. Wiley. 

Mr. Wn^KY. I think especially in the ninth district that eitiier 
they restructure the district bank and get it into a service mode, or 
we are going to be in worse trouble than we are now. And a lot of 
this money dndn wUl disappear with that restructuring. 

The structure is there to loan the money. Just get nd of some of 
the red tape and the layers of bureaucracy, and it will go ahead 
£ind the farmers will get their money. I think this is a needed thing 
and it needs to get into place as quickly as possible. 

Mr. Stenholm. One brief question to you, Mr. Brown. Do you 
support the ^ort of this committee found in the trade bill to have 
imported lamb considered in the same manner as beef and mutton? 



D,g,tza:Jb.GOOg[e 



20 

Mr. Bbown. That part of the trade bill I do. 

Mr. Stenholm. I believe I have no other queetionB at this time. 
We appreciate your testimony. Your points are well made and well 
taken. There is some excellent information that you have present 
ed for this committee today, and we appreciate very much you 
taking the time to appear before us today. 

We would like to call the next panel. John Stencel, Charles Kla- 
seen, Vernon Franke, and Elmer Johannsen. Please assume 3^0111 
plfices at the table. 

Mr. Campbell. Mr. Chairman, if there is no objection at this 
point in the record, I would like to submit written copies of testi- 
mony from the San Juan Basin Farm Bureau aiul PhylliB Snyder's 
written statement. Mrs. Snyder and her husband own and operate 
a farm north of Cortez, Colorado, and I would like to submit those 
two written testimonies. 

Mr. Stenholm. Without objection, those testimonies will be made 
a part of the record. 

fFhe prepared statements of San Juan Basin Farm Bureau and 
Mrs. Snyder appear at the conclusion of the hearing.] 

Mr. Stenholm. We wUl hear first from Mr. Joh^ Stencel, presi- 
dent. Rocky Mountain Farmers Union. Mr. Stencel. 

STATEMENT OF JOHN STENCEL III, PRESIDENT, ROCKY 
MOUNTAIN FARMERS UNION 

Mr. Stencel. Thank you, Mr. Chairman. 

My name is John Stencel, and I am the president of the Kock; 
Mountain Farmers Union, a general farm organization which has 
more than 16,000 farm and ranch families in Colorado, Wyoming, 
and New Mexico. 1 would like to add that we have just over 12,000 
farm and ranch families in Colorado. 

First of aU this morning, I would like to thank you, Mr. Chair 
man, and distinguished members of the subcommittee including 
our own congressman, Ben Nif^thorse Campbell, for holding this 
hearing in Colorado. It has been a long time since we had a con- 
gressional field hearing on agriculture in Colorado, and this makes 
it a very special event for us. 

We have another special event going on around you, and you 
have been peui^icipating in it, and we appreciate your D^ng here at 
the Colorado State Fair. 

Immediately before Labor Day recess, you passed a bill pertain- 
ing to the Farm Credit System, H.R. 3030 which contains many fea- 
tures we commend you for. And I would like to add that I think we 
are 95 percent there in terms of what has to be done in the farm 
credit area. 

Provisions on stock protection, borrowers' rights, debt restructur- 
ing, first ri^t of refusal, homestead exemption and others we feel 
are the makings of a successful restructuring of the ailing Farm 
Credit System. 

However, for any rebuilding of the Farm Credit System to occur, 
there must be an infusion of capital sufficient to make the system 
viable again. Without sufficient fundii^, all of the other provisions 
of the bill would be virtually moaningless because the system will 
fail. 
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Our members feel very strongly that any interest rate buy-down 
included in the farm credit restructuring should extend to all pro- 
ducers not just a select few. The benefits of congressional action on 
behalf of the Farm Credit System should be equitable to all borrow- 
ers. 

In addition, if a board is created to oversee the capital iniiision, 
and a secondary ag lending market, our members feel there should 
be farmers and ranchers represented on that board. The Farm 
Credit ^tem was intended to be a member-owned cooperative, 
and if it is to remain true to the cooperative nature, there should 
be bona fide farmers find ranchers on this board. 

Of the seven Presidential appointees, we feel four should be 
farmers and ranchers. Local control is also very important to re- 
taining the cooperative nature of the system. We commend your ef- 
forts at securing local control on lending decisions, but by closing 
down tiie regional banks and consolidating them into six regional 
service centers, it is our feeling that you will be consolidating 
power in the hands of the Farm Credit Administration, a move 
which would work against the initiative for local control. 

The Farm Credit System in the 6 years of the farm crisis has ac- 
cumulated over 2 million acres of Uuid in inventory Eicquired from 
broke farmers. The Federal Government through the Farmers 
Home Administration has also acquired similar acreages of farm- 
Umd. This land ^ould be redistributed to people who will live on 
tiie land and establish viable new farming operations. For young 
and beginning farmers, depressed leuid prices offer the opportunity 
of a lifetime to buy in at the bottom. 

The prospect of survival for many farm communities depends on 
getting the land to those who will be part of the communities' 
future. The time has come to not only refinance and restructure 
farm credit, but also through a new homestead act to repopulate 
and resettle rural America. 

H.R. 3030 with suitable modifications and sufficient funding 
could solve the short-term problems of the Farm Credit ^^stem. 
However, in order for any Farm Credit System to work properly, 
farmers and ranchers must have parity of income. Parity m income 
can only be achieved if farmers receive parity prices for their com- 
modities. 

The health of the agricultural sector of the American economy 
depends on parity prices for producers. This includes, of course, the 
livestock, dairy and poultry producers. Historically, livestock pro- 
ducers have not received parity prices for their products unless 
grain producers are also receiving parity prices for feed grains. 

Cheap grain inevitably leads to cheap feed, to cheap beef, butter, 
milk and poultry. The best, cheapest, and most effective wety of 
achieving parity prices for farm commodities is supply manage- 
ment. There is a proposal before you that will boost farm prices at 
the farm gate while at the same time reducing the government ex- 
penditures on agriculture. 

The bill is the Save the Family Farm Act, sometimes known as 
Uie Harkin-Gephardt bill, and I know you will give it some study 
and consideration. At our last convention, the members adopted a 
q)ecial order of business which states "immediate Etction is needed 
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to reverse the fiailed policies contained in the 1985 farm bill and its 
predecMSOTS." 

You in the 100th Congress could immediately enact the Harkin- 
Gephardt Save the Family Farm Act. If enacted by Congress and 
approved by producers voting in referendum, this progrEim will in- 
stitute policies which will enable producers to earn a profit in the 
marketplace while mandating supply management production. 

The important provisions in th^ act supported by Rocky Moun- 
tain Farmers Union include, establishing commodity loan rates at 
70 percent of parity, initially with the rates increasing by 1 per- 
centage point per year until the year 2000, requiring the Secretaiy 
of A^culture to establish a national marketing quota for each 
commodify based on demtrnd estimates, initiate marketing certifi- 
cates to be used in selling commodities off the farm, and the estab- 
lishment of a national farmer disaster reserve to which each pro- 
ducer will be required to contribute. 

A lai^ step in the short term for achieving parity prices for 
farmers would be a repeal of the Findley amendment. As you 
know, the Findley amendment allows the Secretary of Agriculture 
to arbitrarily emd unilatereilly lower the loem rates on commodities 
by as much eis 20 percent below the statutory levels set by Ae 1985 
Food Security Act. 

A repeal of the Findley amendment would provide farmers with 
a more equiteble price and in addition provide about $4 billion in 
budgetary savings, well more than the budgetary reconciliation 
target of $1.2 billion. These savings would accrue because raising 
the loan rate would decrease the amount of deficiency payments 
made to farmers. 

Since the loan rate sets the floor of the market price, raising the 
loan rate would raise the market price and lessen the gap between 
the market and the target price. For a supply management pro- 
gram to work and work well, cross-compliance is a necessity. At tiie 
present time, we have Stetes that are allowing haying and grazing 
of se1>«side acres and Stetes that are not allowing this practice. 
This puts farmers in the nongrazing Stetes such as Colorado at a 
competitive disadvantage. 

We would prefer that all Stetes disallow haying and grazing of 
set-aside for conservation-use acres. If some States are determined 
to allow haying and grazing, all should be allowed to hay and graze 
without penalty in order to insure equitable treatment for all mrm- 
ers. 

Another issue in Colorado concerning livestock producers are 
grazing fees emd multiple-use of public lemds. Our policy written by 
our member stetes: 

We believe that public lands must remain open to fHilfill the multiple-use concept. 
Public lands are an annu^y renewable resource harvested by range, sheep and 
cattle operations. 

We recommend that Congress maintain its commitment to mul^e-use of public 
lande by continuing the current grazing fee formula enacted in 1978 which allows 
stockmen to utilize the renewable rangeLmd resource. 

To maintain viable ranching operationB, stock men must be allowed to travel by 
motorized vehicle, control predatory animal populations, continue range improve- 
ments, develop water resources and make sound economic decisions. In addition, our 
policy states we urge Congress to control the importation of livestock and livestock 
producU which is causing serious damage to our domestic industry. 
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We re«)iimiend that Congress incorporate the following steps to 
protect American livestock producers as well as consumers. Investi> 
gate the impact of pricing practices of foreign countries on United 
States markets, require conspicuous labeling showing point of 
origin, date of kill, whether it was frozen, and the date it was sub- 
sequently frozen, impose countervailing duty to offset subsidies 
paid to foreign livestock producers, require that 100 percent of all 
meat imports be inspected and meet the same sanitary and quality 
standards as American produced red meats, require that the 
amount of meat imports be reported weekly the same as tiie 
weekly slaughter report. 

Furthermore, our national poli^ states: 

We urge price stabilization pragraniB modeled after the wool incentive program 
for ell livestock. We also uige the USDA to prepare guidelines for computer based 
livestock mai^eting system. We feel that livestock producen should be able to take 
advvntBge of tome of the same marketing techniques that grain producers use in- 
cluding collective marketing and marketing cooperatives. 

Thank you very much for this opportunity appear today, and I 
would be willing to answer any questions when we all get through. 

[The prepared statement of Mr. Stencel appears at the conclusion 
of the hearing.] 

Mr. STEKinoLM. Thank you, Mr. Stencel. Next, we will hear from 
Mr. Charles Klaseen, Crawford, Colorado. 

STATEMENT OF CHARLES KLASEEN, COW/CALF OPERATOR, 
CRAWFORD, CO 

Mr. Klaseen. Good morning, Mr. Chairman, and our Honorable 
Ben Campbell from our district. 

I am Charles Klaseen. I am a cow/calf operator ^m Crawford, 
Colorado which is in Delta County on the western slope. I run 500 
cows, about 200 yearlings and irrigate about 2,000 acres of hay and 
grain pasture. 

I feel honored to have this opportunity to testify before this dis- 
tinguished ag group. As you know, agriculture is in the worst crisis 
since the 1930*8. 1 was nearly a victim of agriculture's lack of com- 
prehensive and effective agricultural policy as well as its poorly 
conceived foreign trade policy and Federal Reserve monetary 
policy. 

All of these policies are tearing the heart out of the principles 
that built America's free capitalistic form of business. First of all, 
our agriculture program is too expensive for the taxpayers and 
does nothing to control the production. Any farm progreun should 
use supply management both to save tax doUars and to give the 
fanner a fair return on his investment. 

I think this committee should look at a policy similar to the 
Harkin-Gephardt bill. The 1985 farm bill does nothing to control 
the production or get a fair price to the farmer. Secondly, we 
cannot have a free trade policy for the United States. Our farmers 
can't compete with the farmers in underdeveloped countries unless 
our standard of living falls to the level of theirs. 

The Ekiropean Economic Community sees the value of protecting 
their farmers. We should do somethmg on a aimilar basis. Third, 
agriculture does not have a decent source of credit. 1 am me of 
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those few fortunate ones in my area to get a loan recently, and I 
went through 14 months with no credit in the procesB. 

If I hadirt have had extra assetB, I wouldn't have been here. I 
am the only farmer in Delta County to successfiilly obtain an 
FmHA guaranteed loan. Because of the lack of available credit, we 
have lost five to six big family operators plus several smaller farm- 
ers and ranchers In my area In the last IS months. 

Today there are 9,000 to 10,000 fewer head of cattle in Delta 
County Euid surrounding and parts of Montrose and Gunnison 
County in my area. This is due to the loss in the last few years of 
family operations that have been in these families for two and 
three generations. All are within 40 miles of my place. 

Hie guaranteed loan pn^pram is not working in our area. I feel 
this is due to two m^or factors. The regulations are far too com- 
plex and the amount of paperwork required is a nightmare. During 
the 14-month period it took to get my loan processed, I had five dif- 
ferent lo£in officers at the Farm Credit Service. This made the proc- 
ess all that more difficult. 

There is a lack of cooperation between lending agencies. The pro- 
gram is designed to work between FmHA farm credit and commer- 
cial bfinks. u all lenders do not work cooperatively, the prc^ram is 
bound to fail. I had real good response with my local loan officers. 
The trouble came from the top, from both FmHA and the farm 
credit. 

When credit is available, it is too expensive in most cases. Any 
bail-out of the Farm Credit System should include interest rate re- 
duction to the borrower. This should be extended to all borrowers. 
We have got borrowers that are just barely hanging on now that 
th^ have a loan, but they need a better rate of interest on their 
present loan. 

In our area hay prices have dropped to the lowest level in several 
years. Pasture will barely pay tne water assessments. Feedgrain 
producers are suffering because of low prices. Cheap grain eventu- 
ally makes cheap cattle. Right now the cattle people are getting by, 
but if grain prices continue to drop, the cattle prices wHl follow. 

Now it is time to worry about the people on the land rather than 
the consumers. If we break the people on the land the consumer 
will pay and pay dearly. Agriculture is one of the few industries we 
have that generates new weeilth. If we break our agriculture indus- 
tr3% the entire national economy will suffer. 

Thank you for this opportunity to present my views. 

[The prepared statement of Mr. Klaseen a[^>earB at the conclu- 
sion of the hearings 

Mr. Stsnholm. Thank you very much, Mr. Klaseen. Next, Mr. 
Vernon Franke of Akron, Colorado. 

STATEMENT OF VERNON C. FRANKE, RANCHER-FARMER, 
AKRON, CO. 

Mr. Fbanke. Thank you, Mr. Chairman. 

My name is Vernon Franke, and I am a cow-calf producer and a 
grain farmer from Akron which is in northeast Colorado. I nm 450 
cows and farm 1,200 acres, raising wheat and feed grfiins. As a cow- 
calf operator, I am concerned with the commodity futures market 
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Our Rocky Mountain FarmerB Unicm policy Btatee: 
Than should be an invasljgatdon into the total marketing qrstem, including the 
=cmuaodity ftitures markets taid tbe activi^ rf the commodity futures traden and 
ipeculators on both crop and livestock prices, Iftmliiig to laws which will curi> abuaee 
in the current aTstom. 

I feel that the futures markets are not helpful to the family-size 
cow-calf operator. The futures trading encourages speculation and 
price manipulation by large volume traders. I am also concerned 
with the concentration of ownership in the meat industry. 

Recently, Con-Agra, a giant food corporation, purchased Montfort 
of Colorado, a large cattle feeding and meat peicking and processing 
company in eastern Colorado. Further concentration c£ power 
witlun the meat processing industry will lead to price fixing, mo- 
nopolies in both buying smd marketing, and increased finiuicial 
pressure on small and mediumiaized cattle raisers and feeders. 

Antitrust laws should be vigorously enforced in the food industry 
and investigations should be undertaken to stop unfair trade prac- 
tices by large corporations in the food industry. Credit is a problem 
in the cattle industry as well as grain producers. Feirm Credit Serv- 
ice has not reduced their interest rate significantly to berrowers in 
eastern Colorado. 

Our interest rate is still about 11 percent which is too high to 
enable a producer to obtain a reasonable maigin of profit. Any 
bailout of the Farm Credit System should include an interest rate 
reduction for all borrowers. It should not just be a bailout for the 
bondholders. 

One of the problems we face in the cattle industry in Colorado is 
brucellosis eradication. Our National Farmers Union policy states, 
"Recognizing that brucellosis continues to be a problem for live- 
stock producers, Congress should provide adequate funding for the 
eradication of this disease." BniceUoeis could be and should be en- 
tirely eradicated throughout the United States. This would be 
cheaper in the long run than eradicating it in one area, and 
throu^ a lack of violence allowing it to flourish in another. 

The eradication program should be applied uniformly in all 
States. Imports of meats should be controlled so as not to depress 
the livestock market. Our Rocky Mountain Farmers Union policy 
states, "We strongly urge Congress to pass l^islation to label the 
origin of all imported meats. All imported foods must come under 
the same high standard of production and inspection as the domes- 
tic meats." Allowing imported meats to be inspected at lower 
standards puts our domestic meat producers at an unfair competi- 
tive disadvEmtage. 

In addition, lower standards on the import puts our American 
consumers' health at risk. Any standards applied to imported meat 
should be included, pesticides and other chemical contamination 
standards as well as quality grading. 

Thank you for giving me the opportunity to express my concerns 
tx) you to^y. 

[The prepared statement of Mr. Franke appears at the conclusion 
of the hearing.] 

Mr. Stznholm. Thank you. Ne^rt, Mr. Johannsen. 
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STATEMENT OF ELMER J. JOHANNSEN, DAIRYMAN, 
WELLINGTON, CO 

Mr. JoHANNSEN. Good moming. 

My name is Elmer Johannsen from Wellington, Colorado which 
is in the northern part of the State. I operate a feunily farm there 
and have been in the dairy business for some 40-odd years some of 
them being more odd than others. And we presently have a herd of 
over 200 milking cows. I am a member of Western Dairymen Coop- 
erative, Incorporated emd Rocky Mountain Farmers Union. 

Currently, in the United States we have a budget deficit of over 
$120 billion, eind we have a trade deficit of over $140 billion. Elsti- 
mating costs at $140 million per billion pounds of CCC purchase of 
milk, we have a dairy pn^am that is costing between $1 and $2 
billion. We need a dairy program that accomplishes a reduction in 
milk supply, reduces the budget deficit and also helps with the 
trade deficit. 

I advocate the supply management concept Farmers Unicm 
policy states: 



program anytime CCC purchases exceed 5 billioa pounds. A mandatory progTam 
would go into effect with a simply minority vote of individual dairy producers. 

If a mandatory program is in effect, we recommend that the oafie be mt at the 
preceding year's production hiatory. E^nducers who participated in the dairy termi- 
nation program would have no base history. 

I personally advocate a program somewhere between the volun- 
tary and the mandatory stages in which stability would be provid- 
ed by supply management but provision would be made for enoi^ 
flexibility to produce for export markets. 

Specifically, I favor an allotment system with the following rec- 
ommendations. Cap the value of allobnents at a reasonable figure. 
Allotments are a vehicle for setting production levels and transfer- 
ring the same. They are not a stock market item. 

Set aside 15 percent of allotment transfers to be offered to new 
and or young producers. Establish a dairy board or other similar 
oi^anization as a watchdog agency, and where no co-op is involved, 
the board could handle the transfers. Regionalize allotments 
through trimsfers to allow production in areas where needed. It is 
easier to transfer paper than fluid milk. 

Provide for allotment adjustment annually to keep edlotments in 
use. This would be an ongoing annual process. Underproduction 
would result in a loBS of percent of the base. Prices should be estab- 
lished on a two-level pricing system based on the domestic and an 
export value. If the price at the export level is attractive to a pro- 
ducer, allow him to produce at that value. This milk would not be 
subsidized in any way, and shouldn't cause any problems with 
intemationed trade. 

Domestic value should be set at no less than 71 percent of peirity. 
Further, the USDA dairy export incentive prc^am to strive for 
export markets. Administer the prc^ram through a Dairy Commis- 
sion elected by actual producers, and finance it with a milk pay- 
ment check-on. If we can take care of our own program and fi- 
nance it, hopefully, we will have a long-range program not subject 
to iiressures of changing administrations in government. 
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We have heard the aifniment that allotment pn^frams would dis- 
criminate against new and young producers roming into the indus- 
try. I think these seven points address this concern, and I submit 
tluit the present program certainly makes it impossible for a new 
producer to start and survive with threats of lower prices, uncer- 
tainty and chaises in prc^ram, is not an incentive to a beginning 
producer. 

In addition, we must re-evaluate the allocation of dairy research 
funds. In 1986, of the $26 million the USDA allocated, |24.5 million 
went for production research. Only $1.5 million went to product de- 
velopment. Long ago we learned how to overproduce. We are atiU 
novices at developing a product and selling it. 

The dairy termination prt^am was successful but temporary. 
We now need a continuation Uiat would be cost effective. We know 
we have enough marginal cows in this nation to do away with any 
surplus. The allotment pro-am would accompli^ this reduction. 
No producer will milk mai^imal cows when faced with a production 

The present pro^^m provides for a price cut of 50 cents a hun- 
dred weight if CCC projected purchases are expected to exceed 5 
billion pounds. Price cuts should not be implemented if CCC pur- 
chases — less import milk equipment values — are less than $5 bil- 
lion. 

For example, if projected CCC purchases are 5.5 billion pounds 
and imports are 1 bilhon pounds milk equivalent, then this should 
be considered as Ein actual surplus of 4.5 billion pounds. 

An allotment program such as the one I have suggested will in- 
crease dairy farm income, decrease government cost, and address 
the problems of market instability and progrsim inconsistency. It 
will allow for the opportunity for new young producers to enter the 
industry as older ones leave. It would also provide the opportuni^ 
to move forward in our efforts in controlling increasing budget defi- 
cits and trade deficits. 

Thank you for the opportunity to come here and express my 
views. 

[The prepared statement of Mr. Johannsen appears at the con- 
clusion of Uie hearing.] 

Mr. Stenholm. Thank you very much. 

Mr. Chairman. 

The CiunuiAN. No questions, Mr. Chairman. 

Mr. Stenrolm. Mr. Campbell. 

Mr. Campbell. Thank you, Mr. Chairman. Kind of batting 
around between the notes I am taking here. Maybe a couple of 
questions for John Stencel. 

Perhaps that bill as you know, H.R. 3030, is a very complicated 
bill. Maybe I am not reading it the same way you are, but as I un- 
derstand it, pEirticularly with Congr^sman Stenholm's amend- 
ment, when you talked about centralizing control and the danger 
of reducing tne number of banks, as I understand his amendment, 
it realljr centralizes the bank services even though the number is 
centralized. It doesn't provide the central bank with a lot of au- 
thority other than the centridized services. 

But by cutting down the overhead and decentralizit^ the control, 
putting more authori^ in the hands of the local elected bofirds, I 
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view ihat as good. Perhaps we read that a little differently, and I 
just wanted to make that comment. 

You also made a comment about the Harkin-Gephardt bill, and 
believe me I have heard plenty about that aa all of us have. It 
makes some mtgor changes as you know, structural change that is 
virtually different than anything we have ever done be^« to my 
understAnding in American farming. 

I just don't know from the comments and letters that I have re- 
ceived that the American farmer is ready for that much change be- 
cause some of the letters that are in opposition that I get, they see 
it as a method of eissigned growing that is really opposed to ihe 
firee enterprise system. 

I didn't know if you were gettii^ the same comments. That is 
what I am hearing. An awful lot of people just know we are in ter- 
rible trouble. They don't want the government to assign them what 
they can grow and how long they can grow it. 

One other thing too I wanted to mention. You said something 
about grazing fees. As you know, there was a movement back Uiere 
I think on behalf of urban l^pslators to raise the grazing fees this 
year. You are probably aware of that Some of us did cosponsor a 
resolution to freeze the formula at last year's level, and 1 wasn't 
sure if you were aware of that, and hopefully that formula is going 
to be frozen. 

But as we move forward, there is no question in my mind, the 
mood I am getting is that rural legislators, and rural congressman 
are getting fewer and fewer as the urban population builds. And as 
those urban populations build, the resentment about low grazing 
fees on Federal land is also building particularly through the envi- 
ronmental community. 

I just wanted you to know, I don't know how long we can hold on 
to that structure, but some of us are determined to keep the 
present formula as long as we can. 

Thank you, Mr. Chauman. 

Mr. Stkncbl. Mr. Chairman, may I respond quickly? 

Mr. Stbnholm. Yes, please. 

Mr. Stengel. Perhaps they don't understand everything that is 
in the Stenholm amendment. 

Mr. Stenholm. That meikes us even. [Laughter.] 

Mr. Stengel. But I would like just to comment on Congreesman 
Campbell's remark about the restructuring of the system. We have 
watched the PCA and the Federal land bemks at uie loceil level be 
consolidated, and we have lost a lot of local control because of that 
consolidation. Farmers have to travel many more miles to get a 
loan. 

And if we consolidate at the district level, we have less people 
Arom the local levels on those district boards. That is our primary 
concern. That there will not be as many formers and rancners in- 
volved in mfllrmg the decisions. Like I say, I may not understand, 
Mr. Chairman, your amendment. 

Second, Congressman, when it comes to the Harkin-Gephardt 
bill, there are some new provisions that perhaps have never been 
tried before, but let me j'ust back up to tne early 1950's. We have 
done just about everythmg and anything when it comes to farm 
prc^ams since 1983 when farm prc^ams were put in place. And 
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there was a time when we were able to put parity prograniB tc^eth- 
er and they were very inezpensive to me American public. And it 
seems to me that we can do something similar today if we work 
hard enough at it. 

That may mean changing the kind of program we have and 
making a (h-astic change, but I think it needs to happen because we 
CEinnot continue to have the prices that we have if we are going to 
keep fanuly farmers and ranchers on the land. And then last, Con- 
gressman Campbell, we appreciate what you did to freeze the 
prices on public lands. 

Mr. Stbnholm. Let me just comment on the point of the so-called 
Stenholm amendment and why I say that makes us even. Our 
Eimendment was a concept. In a meeting just over the weekend, 
ChEurmem de la Garza aUended and provided some extremely im- 
portant leadership, and we have now begun to put the meat on the 
bones of the concept. 

And the concerns that you and others have addressed here today 
are certainly, as I like to put it. West Texas tractor seat common 
sense concerns. You are talking about the common sense approach 
and local control. 

The agricultural bankers, particularly the banker that only loans 
to farmers is going to eventually be in trouble too. 

And that is the concept that we are pursuing now. Allow the 
local directors to make the decisions within the concept of fiduciary 
responsibility and provide the proper oversight over the Farm 
Credit System. 

Now, it is interesting because all that this Committee has heard 
for the last 6 months is the need for local control. We give an 
amendment that gives local control and guess what the folks in 
Texas have been telling me, and I hear a little bit of it here today. 
"We didn't want that much local control." [Laughter.] 

Now, somewhere in between is where we want to be. You say you 
agree with 95 percent. That is remarkdtile as £Eir as I am con- 
cerned. Anytime we get 95 percent agreement on anything, that is 



The 1985 farm bill, you don't like it, but it is one of the best tools 
that we coiild possibly have ever enacted. Today, we have got all — 
particularly the European Economic Community— willing to sit 
down and begin negotiatii^ on how to solve global overproduction 
problems. I totally agree that we must have effective supply man- 



No business can exist without effective supply management. But 
there is different kinds of supply management. 

Thanks to the 1985 farm biU, we are now putting the pressure on 
world governments, particularly the European Elconomic Communi- 
ty. We are serving notice to them that we are no longer going to be 
the sole supply managers of the world. 

We have got to have some help from other countries. It makes no 
sense to have the Colorado farmer cut back his production and 
to'ansfer it to Canada, France, or Germany. 

We now have tiie GATT negotiations taking place in Geneva. It 
has put American agriculture in the strongest possible position to 
n^^otiate if our n^prtiators will just do their job. 



D,g,tza:Jb.GOOg[e 



I would hope that in future testimony cind future statements, we 
in agriculture would Eiccentiiate the positive while acknowledging 
you can't be for a balanced budget and expect to have these kind of 
expenses in farm programs. 

I was very happy to see you point out the concern around the 
cattle futures market because that is one that I have, and this com- 
mittee will be looking at. 

The House Agriculture Committee has requested a study of the 
futures market and its implications in the r^ meat industry. That 
study will be completed soon. 

The Chaibhan. It is due in a couple of weeks. 

Mr. Stenholm. At that point in time, it is my hope that this sub- 
committee and the Conservation and Credit Subconmiittee will 
hold hearings r^arding the findings of the study. 

You also point out a concern that I have, and that is the concen- 
tration of the meat industry. And I ask you, and all the producers 
in this audience today, do we really want to do away with the fu- 
tures industry and allow the total pricing of our product to be de- 
termined W three m^or packers controlling 85 percent of the 
cattle slauf^ter industry? 

Mr. Johannsen, in listening to your suggestions on the kind of 
supply management program needed for dfury, you and I concur on 
several points. I like your approach because it is a middle ground 
approach between the two extremes. 

As I have indicated earlier, I believe very strongly in effective 
supply management. Show me any businessman or woman in 
Pueblo, Colorado that does not practice supply management and I 
will show you a broke business. The question is how you do it. We 
are in an international market today and it is difficult. 

Mr. Fbanke. Mr. Chairman. In regard to the commodity futures, 
we had some prior testimony, the fact of the dairy buyout dropped 
the price $5 to $10 on cattle in 1 day. That reaction was not in the 
sale bam. That reaction wets on the futures trade. And they looked 
on the board and saw what happened there, and it happened at the 
sale bam. 

That is what we are t-nllring about on speculation and manipula- 
tion that occurs. 

Mr. Stenholm. Very good point. 

Thank you all. 

Mr. Stengel. I just want to say, Mr. Chairman, that I would like 
to write a letter to you with a couple of answers to some of the 
remarks that you made concerning the lower interest rates, and 
also the cost of farm bills. Thank you very much. 

The Chaihman. Let me, Mr. Chairman, if I might. I think we 
need to mention in relation to the cost of Uie farm bill that Ameri- 
can agribusiness should be proud of the fact we have heard this 
about balancing the budget, and that Congress has basically accept- 
ed the discipline. 

I can cat^ru^all]^ state to you about balancit^ the budget. As a 
matter of fact, I tmnk we would have come fairly close to a bal- 
anced budget had we not deviated with a couple of tax measures 
that lost income into the Treasury, but that is philosophical and 
that is in the past; we are here and we can't go b£u:k to that. 
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But the discipline has set in. We were mentioning this morning 
that the first bill I introduced, in January 1965, was a constitution- 
al amendmrnt balancing tiie budget. We had it in Texas, and I felt 
it was good enough for Texas, it ought to be good enough f6r the 
good old USA. 

I could not get a hearing. I could not get anyone interested. 
There were not 10 people interested, l^day every fteshman 
member I bump into says he wants to join my balanced budget 
amendment. So we are getting there. But what I wanted to state 
was our committee has met the responsibility imposed upon it 
through the budgetary process, and in the peist 5 years, we have 
contributed over |25 billion in savings. 

We have met every year, at what the Budget Committee has told 
UB is the figure that we have to come up •mta, and we have done it 
This year, that is one of the reasons that Chainnan Stenholm men- 
ticmed about we are going to have to go to the floor with the Farm 
Credit System and we have to be very cautious; on the other hand 
we have to come up with $1.2 billion in savings for the Budget 
Committee. So we have to come up in savings $1.2 billion, and the 
chairman of the Budget Committee was very kind, very gracious. I 
meim cooperative. 

He told me, look, Mr. Chairman, anything you want for the 
Feurm Credit System, you just give me Uie figure and you got it. 
You ^ust tell me where we are going to go get it. So you have to be 
cautious. And I saw this testimony Uiroughout some of the state- 
ments. Yes, the cost of the dairy program is going down, the cost of 
the cotton program is going down. 

I mean my cotton people in South Texas are IriiMiTig me. Cotton 
is selling at 80 cents; thus is the best year we have had pricewise 
this century. And for those that say save the family farm, hey, pea- 
nuts is family farm. It is working well. Sugar is femily farm. It is 
working well. Rice is family farm. It is working well. Cotton is 
family farm. It is working well. 

Cattlemen told you, hey, we have suffered. We are doii^ fairly 
well. Sheep, doing fairly well. The grsiins, wheat, isn't working, but 
that does not mean the whole she-btrng is not working. Economical- 
ly, we have had problems because all the other things that affect 
us beyond our control in the Congress and Agriculture Committee, 
and you as producers, somebody else messed it up. And then we 
have had to suffer that. 

But we cannot go on saying the sky is falling, the sky is falling, 
the sky is falling oecause it isn't. We have been there before. We 
are going to come out. They stumble over more money in 1 day at 
the Pentagon than the farm bill is costing. [Laughter.] 

But to nave some of our producers and some of our leaders in 

X*culture coming- back it is costing, it is costing, it is costing, 
n we go to the floor, we have got 42 members on our commit- 
tee, maybe 15 or 20 more, that is it. And we have got to have 218. 
So if you are upset bec^uise we didn't accept vour proposal, and 
you are upset because your philosophy has not been accepted, you 
are upset for whatever reason, you nu^dit be causing a very detri- 
mental effect to agriculture because we have to get 218. 

And the city fellows keep hearing, well, one of your farm fellows, 
it cost too much, costing too much. It isn't costing too much. He 



D,g,tza:Jb.GOOg[e 



32 

said it, Chainnan Stenholm. Money, but it is coming down, it is 
coming down, it is pointing down, it is working. I kept hearing sto- 
ries wout Iowa. I went to Iowa. Everybody there wante to talk 
farm bill, wants to know if I was running for President. They don't 
want to talk Harkin bill, Gephardt bill — wants to know if I was 
running for president, p^aughter.] 

So we have to be cautious what we do because it is very difficult 
getting a consensus, but the coBt is coming down. But I don't feel 



guilty out of $1 trillion plus, this South Texas mind can't compre- 
hend trillion. Out of $1 txillion plus, we are saying, hey, Eigriculture 
needs $25 billion. I am almost ashamed to mention |26 oillion in 
the context of {1 trillion plus budget. 

And we should not be pointing the finger at ourselves saying we 
are costing too much. It is costing too much. If there is a subsiay in 
this coun^, it is ^e American consumer that has been subsidized 
over the back of the American producer. All of us know that. 

I was interviewed last night by a young man with the Pueblo 
newspaper, and he captured the feeing I wanted to give to him. I 
said, it s goii^ to worx. I said, farmers are a very special kind of 
people. 

^d I come from the land in South Texas, and they have a 
saying in South Texas, if you don't feel a vibration when you go on 
the land, forget it. It isn't going to grow for you. And that is what 
it is all about. And big cor^rations and all of the other things, if 
3rou don't feel the vibration it ain't going to work. 

It is the people who feel the vibration that we need to keep (m 
the land. Tiiat was your problem, with the Farm Credit Systran, 
with the pTograioB. U they are going to cost |35 billion, let it cost 
$35 billion. We have given more than enough. Farmers have pro- 
vided the food, the farmers have provided the fiber. 

When they landed on the Moon, the suit of the fellow who 
landed on the Moon had cotton. I was in a submarine, th^ let me 
go on a submarine, I am not going to tell you the whole stotv, but I 
was on a submarine, the deterrent, keep the world safe, nuclear ca- 
pability. 

I asked the commander, how long can you keep this submarine 
under water. The commander said as long as I have food for my 
crew. That is who is keeping the security of this greatest, most 
powerful nation in the world: farmers of America. And if we are 
not worth $25 billion, and you can talk anything you wemt about 
saving the family farm, weU, why do we say save the family farm 
because we talk about morals, we talk about int^rity, we are talk- 
ing about eveiything that we mean that America is 200 years of 
Constitution, 200 plus of our country. All of that is encompassed in 
something we call farming, ranching, producers, now agnbusinees, 
it changes, it changes, it changes. Now you do it with a computer. 
We did it with litue old nickel tablets, and now a fellow does it 
with a computer. 

All of that is changing, but the end result is — I guess my plea 
tdter all this — my 5 minutes are up. 

Mr. Stknholm. You can take as much time as you like. 

The Chaibbun. My plea is that whatever your feelings are, dif- 
ferent fi'om the norm, our responsibility is to listen to you, to try 
and bring your fedinga into as much oi the norm as is possible on 
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lie floor of the House and signable by a President and an adminia- 
xtition that is not too favorably inclined to the kind of l^islation 
3iat we need, with all due respect. 

And then to do that, we have to be together. To do tiiat we have 
•o give and take a Uttie bit here and a little bit there, but we are 
■iming along the way and we thank you for your participation 
^ere. 

Mr. Stencsl. Thank you, Chairman. I agree wholeheartedly with 
^u, and if I may just respectfully say, I hope wheat and feed 
grains follow cotton and peanuts in terms of a prt^ram that will 
ivork. But the wheat and feed grains pn^ram is not working. 

The Chairman. You were saying it wasn't working before we had 
the first crop in. Give it one crop, give it two. It is a 5-year act. At 
the end of 5 years let's say your bill didn't work, but give it time. 

If not, we can correct it. We can have midcourse corrections, but 
it is not going to work if we keep saying, it is not going to work, it 
is not going to work, it is not going to work, and it is costing too 
much, it is costing too much, costing too much. 

Mr. Stencbl. We could spend much more money on any farm 
3)rogram 

"Rie Chairman. Well, we are trying to malce it less, it is going 
less. 

Mr. Stencbl. I know, and I would like to see some of those dol- 
lars go to ibs Farm Credit Cystem instead of $6 billion, perhaps $9 
billion so we can lower interest rates for everyone. Extension Serv- 
ice needs dollars. There are so many other programs being cut be- 
cause we are using dollars for otiier prc^rams, you know 

The Chairman. Then your testimony, why are we spending too 
much. We are spending too much on what you don't like. You 
would like to spend it on something else. 

Mr. Stknckl. Perhaps. 

Mr. Stenholh. Mr. Campbell. 

Mr. Campbell. Thank you, Mr. Chairman. I thought tiiom my 
perspective that was a marvelous statement by my colleague Chair- 
man de la Garza. We have been here a couple of hours, and I 
dotice he was a lot quieter before he left the table, and went back 
bo the back of the room, he came back pretty excited. I was won- 
dering what he had back there. 

Thank you for that great statement. And I would like to, Mr. 
^^Thairman, if there is no objection at this point to put in the record, 
submit a copy of Mr. Dave Carter's writbsn statement. Mr. Carter 
is the national secretary of the Ffumers Union. 

Mr. Stxnholm. Without objection, Mr. Carter's statement will be 
made a part of the record. We will call panel four. Mr. Camerlo, 
Mr. Anderson, and Mr. Gr^erson. 

[The prepared statement of Mr. Carter appears at the conclusion 
of the heanng.] 

Mr. Stsnholm. I recc^nize Mr. Tom Camerlo, president. National 
!Milk Producers Federation, Florence, Colorado. 
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STATEMENT OF JAMES P. CAMERLO, PRESIDENT, NATIONAL 
MILK PRODUCERS FEDERATION 

Mr. Caherlo. Mr. Chairman, I would like to wish you and Chair- 
man de la Garza a good Btay in Colorado. We are glad to have you 
here. 

Congressman Cfimpbell just weilked out, but you might tell him. 
Congressman Stenholm, Chairman de la Garza has been buying 
fishing poles for the past several years, and we have some bood 
fishing here. So get Ben to take him out by a fishing hole today, if 
you get a little time, we would like to have you do that while you 
are here. 

Mr. Stenholm. I have noticed that my schedule is tight with no 
time for fishing. It is just work, but we will come back. 

Mr. Camerlo. We appreciate that. 

My nfime is Tom C^imerlo, Mr. Chairman, cmd I am a dairy 
farmer in Florence, Colorado about 80 miles west of here. I am 
president of the National Milk Producers Federation as well as 
Western Dairymen Cooperative, Inc. WDCI is the largest area coop 
in the Rocky Mountain area. 

We market raw milk in 11 States and we sell finished products 
in about 30 States today. I appreciate this opportunity to appear 
before the subcommitte and would like to commend you. Congress- 
man Cfimpbell, for your efforts in bringing the subcomniittee to 
Coloretdo so that producers can present their views on current farm 
pn^rams to the Congress. This is a good first We hope to see you 
again. 

We in the diary industry have been pleased with your respon- 
eivenesa to our concerns to date, and we look forward to working 
with you on issues before the Livestock, Dairy and Poultry Subcom- 
mittee in the future. 

My intention here today, Mr. Chairman, is to focus on how the 
1985 faim bill has effected the dairy industiy nationally, and what 
the outlook is for the near torm. While I don't want to dwell on 
past history especially since the dairy termination prc^ram was 
formulated prior to Congressman Campbell's election, but it is 
gratifying to be able to commend the subcommittee for ite role in 
establishing what we believe are the positive dairy provisions of 
the Food Security Act of 1985. 

Those of you who are members of the subcommittee in the 99th 
Congress will recall that we were initially concerned that a dairy 
termination program or whole herd buy-out by itself would not 
prove adequate to correct the supply-demand imbalance in the 
dairy industry and a balance which we sought to resolve. 

As we look at the nation's agriculture situation today, we are 
pleased with the tremendous accomplishments evident in the dairy 
prc^am. No commodity program in the entire farm bill can show 
the prepress in terms of both surplus reduction and government 
cost savings that we have seen in this dairy pn^am. 

It is an enviable record and one which deserves greater attention 
both as a tribute to this subcommittee and to the hard work cmd 
sacrifice of the nation's dairy farmers in making the program a 
success. What briefly has this program done? It nas reduced cow 
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numbers by 1.6 million. It has reduced 12 billion pounds of nulk 
purcluises, or production, excuse me, 66 animals plus their export. 

Red meat, as you pointed out, Mr. Chairman, red meat sales or 
exports are just under 400 million pounds. This was all done at a 
$1.8 billion cost, seven-tenths would be on being paid as Mr. Wiley 
pointed out by dairy farmers. Of this cost, about $530 million was 
the red meat cost, or about 45 percent. 

So I think it is important to note that this subcommittee did an 
excellent job with the support of farmers in a program that really 
worked, probably worked much better than we anticipated that it 
would work. Witii milk production declining and the dairy farmer 
funded milk promotion efforts helping to boost consumption, dairy 
program purchases 1^ the CCC have dropped dramatically. 

After reaching 1S.2 billion pounds or about 9 percent of total pro- 
duction in calendar year 1985, government purchases dro pp ea to 
10.6 billion pounds in 1986 during the initial stages of UiP. Now 
that DTP hELS nearly run its course, the results are even more dra- 
matic. During the iirst 7 months of 1987, USDA purchased just 4.6 
billion pounds, more than a 50-percent reduction in the same 
period in 1986. 

These dramatic reductions in dairy program purchases translate 
into substantial reductions in the cost of the dairy price support 
progrBBOB. Fiscal year 1986 dairy programs cost tottded $2.3 billion. 
For 1987, total growth program costs wiU be about $1.1 billion, 
nr<f>lfing the dairy program one of the few and perhaps the only 
commodity pn^tram to fall within its budget baseline. 

We expect the program savings to continue into the next fiscal 
year as well with pn^ram cost projected below the fiscal year 1987 
level. Beyond the tremendous gains in the dairy situation that has 
been made with the assistance of the DTP, the program has addi- 
tionally provided substantial aid to the nation's cattle producers 
largely through the foresight of your subcommittee in providing for 
the mirchase of 400 million pounds of red meiit by the government 
to dSset additional meat coming on to the market as a result of 
DTP. 

Now, as the fiacts come in, this appears that 75 percent of the 
cattle that were sold, this meat was olfset by exports that this com- 
mittee had recommended to Congress and Congress approved. But 
we are pleased with the positive results of the dairy termination 
program, there is nonetheless great concern by our dairy farmers 
about the possibility of future erosion in milk price supports eis a 
result of the CCC tri««er level established in the 1985 farm bill. 

Despite the excellent results today, we are concerned that there 
m^ be a reduction in the surnwrt price of 60 cents per hundred on 
January 1, 1988, which would lower the support price to $10.60 if 
USDA projects CCC purchases in 1988 in excess of 5 Inllion pounds 
milk equivalent. 

Our projections indicate that surplus will be less than 5 billion 
pounds for 1988, but unfortunately, there is no objective mecha- 
nism to deal wiUi this trigger. If USDA reduces the support price 
and removals turn out to be less than 5 billion pounds for the cal- 
endar year, the Department will simply claim tnat removals were 
lower because <^ the price cut. 
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And, Mr. Chairman, I think it is important to note here that our 
projection on USDA projections on production are ^mut the same. 
Where we differ in NMPF is on consumption. We estimate that 
somewhere between 2.8 and 3 percent increase has been the lart 
few years in consumption this next year. USDA estimates some- 
where around 1.9 and 2 percent. This then may trigger over the 6 
billion pounds and that is our concern, and it could lead instead of 
surplus dollars to shortage problems. 

And we want to keep these farmers, if that milk is needed, on 
the farms. This price cut could happen even thou^ it is clear that 
USDA will not nave sufficient stocks c£ dairy products in CCC in- 
ventories to meet its various congressional mandates for domestic 
and foreign dairy production obli^^tionB. 

Recently, USDA rejected an opportunity to sell dairy stocks to 
India claiming that no product was available. At present, many 
State food distribution coordinators are voicing concern that thew 
will not receive enough dairy products ^m USDA fiscal yoai 1988 
to meet their local needs under the TEFAP program. 

There is quite frankly at this time no unfulocated cheese, powder 
or butter in USDA stocks as we understand it. I am reminded of 
the press we received, the committee, the dairy industry received 
in the past few years of huge stocks of cheese, butter, powder, 
never to be able to be sold or moved and to feed people. Those are 
not there today, only allocated stocks remain on hand. 

We do not believe further price cuts are needed at the present 
time. Because of our concern, we are exploring possible ways to 
provide even greater assurance that CCC removals will be below 6 
pillion pounds in 1988 thereby eliminating the possibility of a price 
cut on January 1. One proposal which our members are examining 
at the present is the possibiU^ of increasing nationcd milk promo- 
tion expenditures to commercially market even more milk and get 
us under the 5 bUlion pound trigger and eliminate the auilionty 
for the potential price cut. 

We wall be communicating our views to a Bubcommittee on this 
subject in the coming days. I would like to point out, Mr. Chair- 
man, that for the first time in NMPS, we nave met with NCA 
ahead of time before our board has even voted on this proposal 
which is unusual for us to point out that we are looking at thia. 

I want to point clearlv that we have at this point, we do not have 
a position but we will tiave within a week or so a position in this 
area, and we hope that our colleagues in the industry don't shoot 
at ua before we get there. 

We also would Uke to remind the committee, and I am sure vou 
are aware of it, the Secretai? can continue under the present law 
the DPT pnwram if he would choose to do so. And our figures indi- 
cate from what we see coming out c^ USDA, even at weir lower 
consumption figure, that we are talking about 50,000 to 76,000 head 
of cattle that have to be removed from the market. 

That would be at a very low cost, with a very low possibility (^ 
disruption to the market if the Secretary would choose to take a 
look at this option. It is an option available to him in the farm bill. 

In summary, we are pleased to date the dairy program has 
worked better than any other commodity pn^ram in uie 1985 fEirm 
bilL The dramatic budgetary savings we have achieved in a very 
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short period have contributed greatly to reducii^ the deficit, espe- 
cially at a time of rising farm prc^am costs and other commod- 
ities. 

But we do harbor a great deal concern over the possibility of 
what we consider unwarranted price support reductions at a time 
when milk production and consumption are in near balance, and 
the Federal Government is expected to be short of dairy products 
for its own various program uses. 

We think in the industry and agriculture, Mr. Chairman, Chair- 
man de la Garza, and Coi^reseman Cam^Jiell, that tiiere is one 
thing worse, considerably worse thsm a surplus of food and that is 
a shortage. The dairy program turned around dramatically, very 
dramatically with tiie legidation you passed. It did work. It worked 
better than the leadership in the dairy industry thought it would 
work. 

It worked vejy, very well. We want to make sure we don't over- 
react to this. Thank you very much for providing this hearing 
today, and thank you for being in our coloiful Colorado State. We 
appreciate it. 

|The prepared statement of Mr. Camerlo appears at the conclusion 
of the hearing.] 

Mr. Stenholm. Thank you very much, Tom. 

Next, Leland Anderson, executive vice president and general 
manager of Western Dedrymen Cooperative Inc., Thornton, Colora- 
do. 

Lee, let me say it is a pleasure to welcome you in your new posi- 
tion. We bated to loee you in Texas, but we are glad to see you still 
on the other side of the mike representing daii^men in Colorado. 

STATEMENT OF LELAND H. ANDERSON, EXECimVE VICE PRESI- 
DENT AND GENERAL MANAGER, WESTERN DAIRYMEN COOP- 
ERATIVE, INC. 

Mr. Anderson. Thank you, Charlie. 
It is a pleasure also to be here today and to be a part of this or- 

? denization in this area. I was just thinking, two fellow members 
rom Texas here. When I first moved to Texas about 18 years ago, I 
guess, I had to leam to say "ya'U" and now I got to change that 
maybe because I don't think you say "ya'll" as frequently here as 
we did in Texas. 

Mr. Stbnholm. By the way, how do you pronounce Colorado? 

Mr. Andsbson. Colorado. 

Mr. Stenholm. I am having a hard time. Go ahead. 

Mr. Andebson. Mr. Chairman, and members of the subconunit- 
tee, my name is Leleind Anderson, executive vice president and 
^neral manager of Western Dairymen Cooperative Incorporated. 
We know it as WDCI. 

WDCI is the result of a recent merger of Mountain Empire 
Dairymen's Association of Colorado and Inter-Mountain Milk Pro- 
ducers Association of Utah. WDCI markets about 2V^ billion 
pounds of milk per year from 1,500 dairy farmers in the Rocky 
Mountain area. 

These members are located in 11 States and conc en trated in 
small groups or pockets as the geography will allow. WDCI main- 
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tains headquarters offices in Thornton, Colorado and Salt Lake 
Gtv, Utah and currently operates nine processing facilities. We 
welcome the subcommittee to Colorado and appreciate your taking 
the time to listen to the concerns of agriculture in this area. 

The dairy farmers in this area have felt the same economic pres- 
sures that have touched agriculture in other parts of the country. 
As prices have moved down and the cost of production up, the mar- 
gins have gotten smaller and the need to change is the result For 
many that change has been to sell out their herds and go out of 
business, and look for an opportunity in other s^ments of a^cul- 
ture or leave agriculture entirely and seek employment m the 
urban market. 

For those who stay in the busineas of milk production at the 
lower per imit mai^ level, that change has been to increase their 
production to maintain the necessary cash flow to meet the obliga- 
tioDB of their farms. U.S. eigriculture has the capability to produce 
more than we can consimie, and dairymen in this area understand 
that you cannot mpint^in price levels with adequate margins with 
unlimited production opportunities. 

Dairy farmers in this area also recognize the gec^aphical com- 
plications of mountains and valleys and deserts require that we 
maintain a production market balance and have directed base and 
quota plans on themselves to achieve tiiat balance realizing howev- 
er that we do operate in one national market where the response 
in any given area of the country can impact our price. 

The dairy termination plan (^ the 1986 farm bill has had a Q^ajor 
impact on the milk production levels throughout tiie country. Tbia 

Pram has made a miuor break in the chain of production, of the 
uction trend that we were experiencing, but we are concerned 
about where we are going from here. 

Specifically, we Eire concerned ^mut the wisdom of potential 
price cuts in the future. Are we really interested in reducing the 
number of ffumers or are we interested in maintaining a balance 
in production? As we mentioned earlier, the reaction of any agri- 
cultural enterprise to falling prices or decreasing margins is to in- 
crease the total volume that we produce. 

Over the last 3 years, we have experienced several price cuts in 
the dairy price support prc^ram. However, if you look at the pro- 
duction trends aa shown on the testimonv that we have submitted 
from the cooperative, you will find that the only cuts that have re- 
sulted in corresponding production drops have come when they 
have been associated with some type of supply management pro- 
gram. 

The reductions of 1984 came as a result of the diversion program, 
and tiie drop in production of 1986 has been the direct result of the 
dairy termination program. The lower prices that have come along 
with the termination pn^am I believe have been a m^or factor in 
encouraging those who are staying in busineaa to increase their 
production once again to cover we cash flow needs that they expe- 
rienced in their own operations. 

Dairy farmers have been willing to accept their share of respon- 
sibility in maintaining supply and demand balances wherever poe- 
sible. They have strongly supported the advertising efforts ot the 
National Dairy Board fmd local, State and r^ional promotion otga- 
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nizations. They have worked hard to encourage the consumption oS 
real dairy products and will support and encourage l^psalatlve ef- 
forts to make sure that proper products are properl;^ labeled as to 
their contents such as Congressman Stenholm the pizza issue that 
you are also aware of and involved in sponsoring some l^islation 
on. 

We are concerned and want to make sure that we will continue 
to Sght hard to im[>o8e the importation of product that will cause 
their production to end up in CCC purchases. But it is difficult for 
dairy farmers to live witli reducii^ prices at the same time that 
tl^ are being encouraged to cut back on their production. 

We would strongly encourage the subcommittee in their contin- 
ued deliberation of dairy programs to take a serious look at the po- 
tential vcdue and the impact that supply management programs 
have had and will have on continuing operation ^ the daury indus- 
try. 

These pn^ams will be most helpful in maintaining a strong eco- 
nomic base. This may be a diversion prc^ram, dairy termination 
prc^ams, two-tier pricing, bases or quotas being assigned, a varie- 
ty of all these may be considered and anyone of them may work 
weU. But we must give some serious consideration to these Edtema- 
tives. 

We recognize that we are in one national market, and while we 
may have limited markets in this area, we are still impacted by the 
total and must do our part to have an impact on the overall nation- 
al situation. 

We thank you for jraur part and your support in the past and 
look forward to an opportunity to work witii you on the committee 
as we work towards the reconsideration or continued consideration 
of issues that relate to the dairy issues. 

We will have additional testimony firom our cooperative by Fran- 
cis Gr^^erson, and following that, we will be available for ques- 
tions. 

^e prepared statement of Mr. Anderson appears at the conclu- 
sion of the hearing.] 

Mr. STENHOiii. Thank you very much. 

Mr. Gregerson. 

STATEMENT OF FRANCIS D. GREGERSON, DAIRTIHAN, 
LONGHONT, CO 

Mr. Geegsbson. Thank you, Mr. Chairman. 

My name is Francis Gr^cerson. I am a daiiy farmer from Long- 
mont, Colorado and second vice president of Western Dairymen Co- 
operative Inc. I also raise dairy steers and finish them for the beef 
market 

There are a couple of points I would like to express to you this 
morning relating to the success of the herd buy out program and 
the possibility of avoiding the January 1988 price support reduc- 
tion. In addition, I have prepared for you a recap of the returns 
from sale of beef animalB, namely, cull cows and fat steers from my 
operation over the course of the diversion and buy-out programs 
also between them. 
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The herd buyout program was successful in reducing cow num- 
bers by taking out nve generations of dairy cattle ana somewhat 
breaking the chain of reproduction. We have not seen the results of 
all of this. We have hearo about the results of the cows leaving, but 
we have not seen the results of the younger cattle gone too. 

We have reduced milk production nationally, and Tom covered 
that very well and I will not go into that. We cut in half the sur- 
plus product purchased by the CCC in 1986 for an estimated sav- 
mgs of $1.3 billion. In WB absence of the dairy termination pro- 
gram asBuming a year to year 2 percent increase in production, 
that would have cost the tantayers another $1.7 billion. 

So there are savings that have been made in that approach. And 
a! course that is an assumption. Dairy farmers paid for 40 percent 
of the payments made to the partidpante through the assessmraitB. 
Not a lot of credit has been given to this fact uiat the dairy farm- 
ers helped to pay on a self-help pn^ram. 

Additional supplies of dairy beef resulting from the buy-out were 
offset by the government's purchases of 400 million pounds of red 
,ineat for its programs and exports. Some 70,000 head of dairy cattie 
have been exported, and it is my understanding by the people that 
are doing the exporting, that our export demand on short bred heif- 
ers is tiie strongest at the present tune it has been in many years. 

So we have started a demand ongoing for dairy heifers. Repre- 
senting the equivalent of eibout 26 million pounds of meat from 
these heifers that have been exported. This is in conjunction of 
course with the red meat purchases that offset by three-quarters of 
the meat come from DPT animal. 

Beef prices are and have been higher during the two programs 
than they were between. I would like to paraphrase one thing and 
I have heard Mr. Propst's story many times about the brush Colo- 
rado market falling $10 a 100, and I would like to tell you the rest 
of that story. When that announcement waa made, we were going 
through one of the worst storms we had had in eastern ColorMO in 
many years. 

I personally bad a trudt setting in brush at 30 below zero with 
the fuel jeUed up trying to get to Nebraska and he didn't come 
home for 3 days. So it wasn't the dairy termination program total- 
ly. We can do a lot of things in the dairy industry, out we cannot 
control the weather. 

Now that happened at the announcement and not the inception. 
As a result of the dairy buyout program, production has been re- 
duced, bi &ct, spot Portages of pnxhict have been re^rted by the 
southeast and the northeast The 5 billion poimd trigger used by 
the government to identify their needs for various programs is 
probably understated. The real need of the government pn^rama 
should be identified. 

Government stocks of surplus prices have been nearly exhausted 
which may cause ahortages in other government programs. For 
1988, USDA is predicting a 2-percent ina«ase in commercial sales 
of dairy products. And Mr. Camerlo touched on that, so in the in- 
terests of time, I will not go into that. 

The history of the price support reduction and lower prices to 
dairymen has been that production actually increases as producers 
attempt to maintain a cash flow. Regional shortages of product will 



D,g,tza:Jb.GOOg[e 



41 

likely be extended by the seasonal increases in demand that are ez> 
perienced, and also becauae of drought in variouB areas and short- 
age of roughage feed in certain locals. 

As I said once before, price support reductions do not usually 
find their weqt into the consumers product or consumer prices. Ex- 
perience has shown us that lower prices usually don't mean in- 
creased sales or increased consumption. Getting to supply manage- 
ment. Many factors exist today uiat make tl^ dairy a favorable 
sector of agriculture. 

Feed costs have been low, interest ratee have been reeisonable or 
less than they were depending on where you are sitting and what 
you are paying, energy costs have come down. And these are three 
factors mat I as a dairy farmer cannot control. If any of these tao- 
tors increase significantly along with milk price contmuing to drop 
such as it has in the last 2 years, it tightens the niai|^ gap vei^ 
ti^tly, and I have one reaction to make as long as I can make it 
and tnat is increased production to mnhitoin my cash flow. 

With advances in technology such as automation that is being 
brought on-line today, increasea in output per cow will continue 
through genetics, nutrition, and additives such as BHT. I think 
that we have to look at some kind of a supply demand adjuster bo 
that we can maintain a decent price and mamtain a cash flow for 
the dairy farmer that exists. 

I have coniidence that the industry can develop a responsible 
supply management program. What we need is cooperation in the 
industry, commitment from the government that we will not be 
threatened by imports if we are successful in cutting production. 
Supply management using a price index that reflects variable in- 
fluences affecting the dairy farmer's cost today as well as the eco- 
nomic climate consumers are experiencing would be more practical 
than the outdated dairy parity formula. 

Critical to this would be a supply demand ac(juster of course. Pro- 
duction controls by supply numagement as oppose. To controls 
through price reduction would virtually eliminate the problem of 
large inventory accumulations and therefore reduce significantly 
the cost of purchasing and storing tiie product. Such pn^^rams may 
provide a quicker and less painful means of cutting back milk pro- 
duction than doing it through price alone. 

I repeat again, lower prices sometimes and most times as long as 
we CEUi sustain our dairy farm and our cash flow mean more pro- 
duction in the market. We tend to increase production to keep 
afloat. Beef prices have been at their highest during the diversion 
buyout pn^ams. At the conclusion of the diversion program 
summer of 1985 prices were lower. However, dairy was in the proc- 
ess of building their herd back and did not contribute cow numbers 
to the beef market. 

There was a beef industry that predicted $70 fiat cattle that 
spring if you remember, and when it didn't happen, we all tended 
to hold our cattle and make them heavier and cause some of our 
own problem. As a result of the buyout program, as I mentioned 
before, we removed five generations and future generations of 
cattle. We have broken the production cycle, substantial number of 
animfilii and their offspring which would have impacted the beef 
market many times over in the years to come are gone. 
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Remember when the figures are quoted on heifers out there wait- 
ing to enter the herd. When we have 43 heifers per 100 cows sitting 
in the wings to produce, we have 1 million lees cows. So when we 
hear 43 percent, that number of total heifers in reality is less. 

One very important factor that all of agriculture must learn is to 
work together for the betterment of all involved. We all are in 
favor of voluntary prc^euns as long as our neighbors and friends 
volunteer and we don't have to. 

[The attachments follow:] 
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Mr. Stbnholm. Thank you. Mr. Chairman. 

The Chairman. That is when we are going to toss the budget on 
the otlier fellow's backyard. No questions. 

Mr. Stbnholm. Mr. Campbell. 

Mr. Campbell. No questions, Mr. Chairman. I want to apoIogi2e 
to Mr. Camerlo for leaving the podium for a minute, but I will read 
your testimony in depth. Thank you. 

The Chairman. He mentioned your name very favorably. 

Mr. Campbku. Thank you. That does not happen too ottea. I ap- 
preciate that. 

Mr. Stbnholm. You mentioned the pizza labeling issue, and as 
you are weU aware, next "niursday, September 10, tim subcommit- 
tee will hold a hearing in Washiiogton regarding the subject of 
pizza labeling. 

We will be taking a good hard look at that issue, and the basic 
concept of food labeling. Basically, the consuming public has a 
right to know what they are eating. 

I believe it is importent that we know what we are eating, and 
the basic question here is whether or not you are eating a meat- 
cheese pizza with fake cheese. 

I would also comment about your testimony concerning the pro- 
posed price cut and the 6 billion pound trigger. And I think most 
everyone understands that that is part of the 1985 farm bill, and 
the message is out there to the dairy industry to reduce your pro- 
duction. 

The question though is whether or not the projection will be ac- 
curate since it will be a projection. We have asked and have been 
working very closely with the Department regarding all of the esti- 
mating procedures. As you know, the National Milk Producers Fed- 
eration, Senate Ag Committee, and House Ag Committee are look- 
ing at this question and the estimation process. 

In addition, on September 14, Darwin Carter wilt present a brief- 
ing for members of this committee and staff on the Dairy Termina- 
tion Program. Tlwre is some question as to whetlier all of the 400 
million pounds of red meat have actually been purchased in the 
manner in which the law mandates. 

Thank you very mudi for appearing before ttus committee. 

I call panel five, Mr. Yoder and Mr. Bledsoe. 

Mr. Campbell. Mr. Chairmem, if there is no objection, before we 
move on to the next panel, I would like to introduce for the record 
a copy of Mr. EH Wiedeman'e written statement. Mr. Wiedeman is 
a diary farmer from Greeley, Coloretdo. 

Mr. Stbnholm. Without objection, Mr. Wiedeman's statement 
will be made a part of the record. 

[The prepared statement of Mr. Wiedeman appears at the conclu- 
sion of the hearing.] 

Mr. Stbnholm. I would like to re&igiuze Mr. Harold Yoder, presi- 
dent, Colorado Cattlemen's Association. Mr. Yoder. 

STATEMENT OF HAROLD R. YODER, PRESmENT, COLORADO 

CATTLEMEN'S ASSOQATION 
Mr. YoDBR. Thank you, Mr. Chairman. 
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Thank you for allowing the Colorado Cattlemen's Association to 
pcuticipate in this important hearing this morning. My name is 
Harold Yoder, and I am president of the Colorado Cattlemen's As- 
sociation. I am a rancher from Carvel, Colorado and have been ac- 
tively involved in the Colorado cattle industry since 1964. 

The Colorado Cattlemen's Association was founded in 1867 and 
presently represents in excess of 2,700 cow-calf operators in the 
State of Colorado. I eun pleased to address this subcommittee on 
the 1986 farm bill and its effect on the domestic livestock industry 
in this area. I would like to break a little bit from my text here to 
make some comments. 

Our text was written and prepared directly on the 1985 farm bill. 
This morning in testimony I recognized tlut several issues were 
brouf^t up were not addriessed in the 1985 farm bill and 1 may 
ctMument on some of them at the end of my written testimot^r. 

Mr. Stenholm. Your entire written t^timony will be made a 
part of the record. 

Mr. Yoder. OK. There are four areas of the Agriculture, Food, 
Trade and Conservation Act of 1985 which I woiild like to address. 
"nioee are the dairy termination pn^am, the beef promotion and 
research act, production and control of ag credit. 

First the dairy termination prMram. It remains no secret that 
the dairy termination program (fealt the U.S. cattle industry a 
severe blow. The market suppW was drastically increased over a 
relatively short period of time ^ving prices down. I would like to 
point out, however, that the cattlemen abided by the program and 
tousled it out. 

Tne important aspect of this time ia that according to the 1985 
farm bill the dairy termination prc^ram is over. Our association 
has received some information within the last 48 hours that the 
dairy industry is moving in such a direction that could actually In- 
crease milk production and the number of dairy cows at a time 
when both should be cut Imck. 

The dairy industry is in the process of increasing their promo- 
tional assessment by five-tenths to one-tenth per hundred weight, 5 
cents to 10 cents per hundred weight. They contend that such an 
increase from then* dairy promotion program would increase milk 
consumption bnr 8 to 9 million pounds according to their estimates. 
This 8 to 9 million pounds of milk would then subtract from the 6 
billion pound limit stated in the farm bill thus keeping them below 
their ceiling. 

Such an action would enable dairjrmen to prevent a 60 cents per 
hundred weight cut in their support price. 'The fact is that cattle- 
men are not concerned what the dairymen are charging for their 
promotionEd fees nor do we care what the dairymen want to chaise 
for their production product. 

The pomt we must raise, however, is that there ia no guarantee 
that an increase of such a nature in promotion fees would have a 
stated effect on consumption. Such estimates cannot be made. It 
such a program ia Eidopted, it would encourage dairymen to in- 
crease production in herd size at a time when they should be liqui- 
dating. 

We do not need extra incentives provided for dairymen which 
will necessitate anotiier dairy termination program in the future to 
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ortiiicially thin thran down again. We have helped them out once 
at a great coet to ourselves, and we are not about to agree to repeat 
such a pnMcram. The cattle market is simply too weak to sustain a 
blow like ^at again. 

I would like to address the beef promotion and research act, and 
the effect that this program has had thus far on the cattle and live- 
stock industry. The Colorado Cattlemen's Association supports the 
act that assesses cattlemen a $1 per head charge for animals at 
foal. We feel that the prc^am has gone very smoothly in Colorado 
since its inception in Mur 1986. Collection through the Colorado 
State brand weirds have been very succcessful and relatively few 
ranchers objecting. 

With r^ard to the beef promotion research board and the be^ 
operating committee, it is the feeling of the Colorado Cattlemen's 
Assodatum that memberB were selected fairly and equitably and 
that every State has the proper representation given its size and 
capacity of cattle. Apart from that the program is waiting for the 
final referendum which will occur no later than May 1988. 

We fwl tiiat the 24-month trial period prior to the referendum 
was an adequate time for Colorado ranchers to test the program 
and establish for themselves its assets and liabilities. The Colorado 
Cattlemen's Association believes that the success of this program 
so far and in the future is due primarily to the fact that this is an 
Eict for cattlemen, run by cattlemen and monitored by cattlemen. 

There has been no government interference thus far. For this 
pn^am to be successful, it must remain that way. Next, I would 
like to speak on production conbvls. The Coloreido Cattlemen's As- 
sociation's foremost concern in this area is that of haying and graz- 

We are deeply concerned about the 592 farm pr^ram option 
which has recently been implemented in 45 States. Inis program 
supports the haying and greizing on diverted Federal farm program 
acres. Colorado is currently one of four States whose agricultural 
stabilization and conservation service or the AFCS committee has 
chosen not to go along with the majoritjr of the States emd has al- 
lowed only grazing on C-2 acres for the 1987 program year. 

It is the feeling of the Colorado Cattlemen s Association that the 
perimeters set by the 1985 farm bill for wheat and feed grain pro- 
grams must be equitable for all States therd>y affecting all agricul- 
ture producers in the United States in the same wi^. u this is not 
done an unfair competitive edge exists for those states who have 
gone along witii the program over those ones who are being held 

Apart from the aspect of equalization in order to provide fair 
competition, the Colorado Cattlemen's Association would like to go 
on record as supporting the National Cattlemen's Association stand 
opposing hayinig and grazing on diverted federal farm program 
acres which is being diverted as a result of a direct paym^it, oe it 
cash or payment-in-kind. 

An exception would be made here in the case of drought or other 
em^encies so deemed necessary hy the Secretary of Agriculture. 
The Colorado Cattlemen's Association further opposes haying and 
grazing on diverted federal farm program acres which is being di- 
verted as a result of a condition of contract and no direct payment 
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is being made. Again in the presence of drought or another emer- 
gency an exception would be made. 

To conclude on haying and gazing, the 1985 farm bill muat 
direct all States to act equal if it is to fairlv and justly affect all 
States in a nonbiased wav. For s^pments of the bill to be left up to 
certain agencies in the State for interpretation or final judgment 
provides an unfair disadvantage to those States and prevents them 
iTom entorinnS into a competitive atmosphere that is equal to all. 

Finally, with regard to AG credit, I would like to address the 
clear tide legislation s^ment of the Food Security Act. In short, 
the clear title concept is good and badly needed. However, the pa- 
perwork nightmare that has been created for banks is very unnec- 
essary. We must establish a method of tracking buyers and notify- 
ing creditors that will not create the backlog of useless papenrark 
our banks are currently experiencing. 

In summary, the 1985 farm bill has been a tool that for the most 
part has enabled Colorado remchers to continue its business with- 
out too much interruption apart from the dairy termination pro- 
gram. The bill has not interfered with the operation of our mem- 
bers and would be maintained the way it was established 2 years 
ago. 

There remain the long-range goals of the Colorado Cattlemen s 
Association to rid ourselves of all agricultural subsidy programs as 
soon as possible. While we realize that it is impossible to abolish 
such programs immediately, this organization feels that such pro- 
grams serve only to artificially maintain distorted prices ultimately 
putting cattle ranchers in the whole of agriculture at an unfair ad- 
vemtage. 

To disassociate ourselves from the Federal Government is our 
current policy and remains our ultimate goal. Until such time as 
this can be achieved, we will continue to work with the govern- 
ment offering our feedback and voice our opinions to work with 
other ag groups to better facilitate a solution for this problem. As I 
mentioned at the b^inning of this testimony, there were several 
areas that we did not include in our testimony. One of them being 
the futures market. 

Our association has taken a strong stance that the futures 
market needed investigation. A GAO study is in place, should come 
out in November. We are following NCA. We support their position 
on that. The other problem we have and this iKisically has to do 
with secondfuy credit vehicles that is being tallted about in our 
credit bill now. 

There is some talk that the borrower will be forced by creditors 
to comply with all farm bills and farm regulations such as the ASC 
and the NSCS program if the secondary markets are used by those 
lenders. The PCA's, the Federal land banks, that as I understand it 
is what is going around in Washington, D.C. right now. We do not 
support that at all. We oppose it very much. 

Maybe I didn't state myself properly. I will try and answer that 
at a later time. The grazing on public lands. We have in the past 
offered a lot of testimony in the verification of the etctual costs of 
public land grazing. And irom many of the studies that have been 
put forth, most producers who are not users of Federal lands do not 
actually understand the full cost on grazing cm public lands. 
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Personally, I live in eastern Colorado. I am not involved in puUic 
lands. However, through the association of the Colorado Cattle- 
men's Association, the education I have received of the expenses on 
this federal land, it is not all as is predicted hy a lot of people that 
Eiren't affected by it. So we certainly support what Mr. Campbell 
and the ag committee have done on our grazing land issue. 

One other issue, and then I will turn it over to questions or to 
my partner here. It has come to our attention, the issue of water 
rights on wildemees areas. And right there, there are proposals 
that the allotment on wilderness areas should go to the govern- 
ment. And the stand that our state is taking as I understand it, our 
water congress says that the federal govermnent should be like 
ai^body else that applies for water allotment. "Hiey should stand 
in line, and if an allotment is available, then that is free to them. 

That is an issue that I did not prepare testimony on although we 
are certainly concerned about it. One other note, it is worthwhile 
to note that the commodities that have not or barely slightly been 
affected, participated in the subsidiary programs in ihe ^at, are at 
this time postured in a better position than most commodities that 
have been under subsidiary programs for a long period of time. 

I t^iink this should tell the government something abeut the suc- 
cess of government programs and subsidy programs. The cattle in- 
dustry has certainly taken their blows and has rebuilt thedr posi- 
tion on our sustaining. Our cattle business looks prosperous rii^t 
now. I think that should speak something for the free enteTpnse 
system without government controls and substantive {irograms. 

Again, Mr. Chairman, I tliank you for the opportunity to addresB 
this hearing. 

[The prepared statement of Mr. Yoder appears at the conclusion 
of the heanng.] 

Mr. Stbnholm. Thank you, Mr. Yoder. Next, Mr. Robert Bledsoe. 
president, Colorado Cattle Feeders Association, Wray, Colorado. 

STATEMENT OF ROBERT E. BLEDSOE, PRESIDENT, COLOIUDO 
CATTLE FEEDERS ASSOCUTION 

Mr. Bledsoe. Thank you, Mr. Chairman. 

On behalf of the ColorEulo Cattle Feeders Association, I would 
like to tlmnk you for the opportunity to testify before your commit- 
tee in reference to the 1985 farm bill. 

I am Robert Bledsoe, president of the Colorado Cattle Feeders 
Assocation, and a partner in Bledsoe Cattle Company of Wray, Ccd- 
orado. My father and I own and operate a 6,000 head camdty feed- 
lot as well as farm 7,000 acres of irrigated farmland, 375 acres of 
dryland, and ranch on about 60,000 acres of pastureland in Colora- 
do and in South Dakota. 

Our headquarters is in Yuma County, Colorado. I would like to 
first address the issue of haying and grazing on diverted Federal 
farm prc^ram acreage. The Colorado Cattle Feeders Association 
fully supports the National Cattlemen's Association position of op- 
posing haying and grazing of these acres. 

This position is the correct national policy. As we have discov- 
ered this current crop year, when a pobcy of this magnitude is al- 
lowed to be directed on a State-by-State basis, some States nu^r be 
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put in a very distinct economic disadvantage in comparison with 
their neighboring States. 

As I am sure jrou are well aware, Colorado is one of only four 
States in the nation that is not allowing the mechanical harvesting 
of conservation use acres. This is no longer an issue of whether or 
not hajnng and grazing should be allowed, but an issue of equity 
among all States. The cattle feeding industry in Colorado is the 
fourth largest industry in the State. This industry is very competi- 
tive from raedlot to Csedlot. 

The differing costs of gain put on each head of cattle can mean 
tiie difEnenoe between a net loss or profit, or a feeding customer 
returning to a commercial feedlot year to year. When one feedlot is 
given an ecoQomic advantage over another due only to which side 
of the State line their operation is on, an obvious ii^ustice has oc- 
curred. 

A national policy is the only equitable correction of this situa- 
tion. A current problem that cattle feeders have in Colorado con- 
cerns the notice to authorize additional loan provisions for eligible 
moducers of 1987 crop of high moisture com and grain eogrum. 
This is notice LP-1173. 

High-moisture com harvest in Colorado is less than S weeks 
away. Hiis program concerns producers who dispose of their high- 
moisture grain through commercial feedlots. At this time, we have 
been unwle to get a deiinition of what a commercial fsedlot is. 
Feedlots who own 100 percent of the cattle they feed, should not be 
discriminated against. Our association desperately needs a fast res- 
olution of this potential prwram. 

The next issue I would like to comment on is the dairy termina- 
tion program. A lot has edready been said about this program and 
the way tiiat it occurred was unfortunate. But the program is over. 
Cattle feeders, marketing finished cattle during the first few 
months of the prontun, were seriously hurt financudly. 

The concern of ColoiBdo Cattle Feeders Association is what hap- 
pens from this time on. The dairy producer needs to survive but 
not at the expense of the beef cattle industry. The dai^ producer 
is a major part of the beef industry, bo we are sure that he does not 
want to see that industry put in jec^urdy again. 

Currently, there is a large dairy surplus that needs to be re- 
duced. We would hoped tiiat anv program aimed at reducing the 
surplus is focused an the whole oeef industry. The dairy producer 
does not need incentive to produce additional milk. Any artificial 
means to reduce the current formulation for figuring tluit level oS 
milk surplus would raicourage more production and would eventu- 
ally harm the beef cattle in the marketplace. 

I would also like to comment on the U.S. farm bill of 1986 in re- 
spect to the Beef Promotion and Research Act which the Colorado 
Cattle Feeders' Association wholeheartedly suworts. This act en- 
abled the collection of funds to be used for beef promotion and re- 
search into the marketing of beef and beef proaucts. After an 18 
month trial period, the producer will have the (niportunity to 
decide whether or not the program has been a benefit to the beef 
industry, and if the program should continue. 

This has been a self-help program that has not cost the gorom- 
ment any money. Lastly, I would like to address the $50,000 limit 
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Sr individual or farming enti^ set up by the 1986 farm bilL "Hiifl 
ait has inadvertently diBcruninated against the economically 
Bized farm operation. Most self-eupporting farms achieve this limit 
in a short amoimt of time creating an unequal bias toward the 
small and in many cases part-time farming operation. 

The effect of this situation needs to be considered. Removal of 
the $50,000 limit would bring a vast mfyority of the land into com- 
pliance thus reducing the total program expenditure because the 
mcreeised compliance would reduce acreage thereby raising com- 
modity prices. There should be no limit set for operators wlio re- 
ceive over tvro-thirds of their income from agricultural production. 

In summary, Mr. Chairman, the Colorado Cattle Feeders Associa- 
tion feels the 1985 farm bill as a whole has had and continues to 
have a positive effect on the a^picultuTal industry in the State of 
Colorado. As with any act of this magnitude, problems have arisen. 
We urge that this farm bill not be reopened at this time but al- 
lowed to run its course. 

We would encourage the minor modification and refinements of 
the bill. The cattle feeding industry does not rely on any govern- 
ment supports or subsidies. Colorado Cattle Feeders Association 
hopes that the entire agricultural industry may become self-sup- 
porting and free of govemmmt assistance. 

Mr. Chairman, again I thank you and your committee for the 
time to address you teday. 

[The prepared statement of Mr. Bledsoe appears at the conclu- 
sion of the hearingJ-Subformat: 

Mr. Stenholu. lliank you, Mr. Bledsoe. Mr. Chairman. 

The Chairman. I have no questions. Thank you. 

Mr. Stenholm. Mr. Campbell. 

Mr. Camfbell. Thank you, Mr. Chairman. 

Harold, I didn't notice in your written testimony, but do you 
know the total amount collected on that dollar head charge for eoU 
out animals? 

Mr. YoDER. I do not have that with me. No, I sure don't 

Mr. Campbell. All right. Maybe I will say something Eonce you 
mentioned the Federal reserved water rights that the cattlemen 
have been involved. Do you know that as a point of law, the Sierra 
Club won that one with the Kane decision saying that there was 
Federal reserve water rights in wilderness areas, and a lot <^ 
people in Colorado were not in agreement with that decision. 

Judge Kane directed the Forest Service to come up witb a idan 
for securing or protecting those Federal reserve water rights, llie 
Forest Service did come up with a plan that was reijected by the 
Sierra Club as one of the htigants, and I talked to the head of the 
Forest Service about S weeks ago in Washington. 

He assured me that they were now worki^ on anothm- plan that 
they hoped to have done very soon that will culdrees all those prob- 
lems. But as you know, there is sort of a stalemate now because the 
Sierra Club as one of the litigants has really a point of law on th^ 
side under the Cane decision. But they in turn want more area put 
into the wilderness sector and virtually every western Congress- 
man I have spoken to does not want to do that and would not sup- 
ptnt that until we have a very clear definition on this Federal re- 
serve water rights and what it is going to do. 
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We think it would just compound the problem if we introduced 
more wilderness area without knowing the answer to the water 
problem in the ezisting wilderness area. So that is where it is now. 
I know the attorneys irom both sidJes have met two or three times 
and hopefully we are gomg to find some kind of position that both 
sides of that issue can feel their needs are addressed in. 

Thank you for appearing. 

Mr. SncNHOLM. Mr. Yoder, you discussed the clear title l^isla- 
tion and the paperwork nightmare that has been created. Would 

Giu elaborate a little more on what is happening to create prob- 
ms? 

Mr. YoDBR. Yes, sir, I would be happy to. 

There is really very little use in the paperwork that goes on 
right now in the clear title l^islation as it is passed in States that 
don't have the centralized filing. And one pomt I might make is 
that the regulations that were sent down as I undeistand them to 
comply wiw the centralized filing system are almost unattainable 
by most States. 

Anyway our secretary of state has told us that it would cost us in 
excess of $1.5 million a year for a clear title centralized filing 
system per year, and it would be an ongoing cost. The alternative 
to the centralized filing system was that anytime a borrower m^ras 
application for a loan, he has to designate who he probably will be 
seUing his commodities to. 

The banks then sends notice to all of those buyers which is virtu- 
ally impossible in most cases to know who is going to buy your 
product 6 months down the road. To notify -them that he is the bor- 
rower of that institution, and that their name should also be on the 
check. 

This nightmare of paperwork has created a problem for the 
honest people which is a normal situation and done nothing to stop 
those who want to be dishonest. All they have to do is give the 
bank somebody else's name that they are not goin^ to sell to, sell 
to whomever they want to. There is no record of it, and the man 
goes free anyway. 

So it is a useless tool being used in the manner that they have it, 
and yet the bank examiners are forcing our credit institutions to 
comply with that law in that manner. It is costing us as borrowers. 
We are paying the bill. As far as the Food Security Act, or the 
Clear Title Act itself, something that should have been done a long 
time ago, we have no problems with that. We supported it whole- 



Mr. Stenholm. Thank you for that clarification. Since the cleeir 
title l^islation was my legislation, I have a real interest in making 
certain that it works. I imderstand that 16 States have complied. In 
some cases it has been a little more costly than certainly we in- 
tended or I think is necessary. 

I would encourage you to enoiurage your State officials and 
others to contact this committee and myself in particular to be as 
helpful as we can to make clear title work. 

We will be intor«ted in working with you, the banks, and others 
within this State. 

In California, people there fail to acknowledge that water from 
Federal projects is heavily subsidized by the taxpayers of America. 



D,g,tza:Jb.GOOg[e 



In your testimony, do you mean to give up any and all Colorado 
subeiaized water, and pay the current cost of water? 

Mr. YoDER. That is a uttle hard for me to know without particu- 
lars on it, but what I am saying, the history of commodities in the 
United States shows that a commodity that has not been heavily 
subsidized meets the marketplace and demand supply meat at the 
common marketplace then those commodities eventually survive at 
a price level that the people who are left in there can afford to op- 
erate in. 

Now, granting that we are in a national economy, and that we 
are in a world trade and some balancing of that wond trade has to 
be done by the federal government in some means, hut aa far as 
within the United States, the history shows that the industry that 
has not been heavily subsidized and have met the meirketplace are 
the ones that eventually come out. 

Mr. Stenholm. I won't quarrel or certainly would not quarrel 
with that assessment. 

When we say never or when we say all, we have to recognize 
that "subsidies are defined as extension service, 4-H, research, 
tax breaks, highways, rural electriiication, water, and you can go 
on and on. 

Mr. Campbell. 

Mr. Campbell. Thank ^u, Mr. Chairman. 

I just wanted to mention to Harold that a resolution introduced 
by Congressman Miller of Ceilifomia to do away with what he calls 
double subsidies. He has had one hearing in the Water and Power 
Subcommittee of interior already. And if that was pursued to ihe 
limit and passed, it would do away with water — you would have 
one or the other. 

You got subsidized water, you couldn't get any subsidies for 
crops. If you had subsidies for crops, you couldn't get am subsidiee 
for water. And I don't know where that is going, but I thou{^t I 

Tht mention that to you unless you are already aware of it 
think it could really hurt western ranchers and farmers in this 
part of the country anyway, 

Mr. Stenholm. Thank you, Ben for making; that point. 

Mr. Campbell. You can't have all us Califomians getting it all. 

Mr. Stenholm. I appreciate your comment about tne high-mois- 
ture com and the things that need to be done to correct t£e prob- 
lem. We will take a good look at that and see if there is any way 
tills committee workmg with Ben can be helpful to you in r^aros 
to that issue. 

Mr. Blbdsoe. We would appreciate it because the countv AFCS 
offices in the State cannot answer that question. And feedlots like 
my own are out purchasing high-moisture com from farmers. If 
they do not have tne ^ility to get government loan and pick it out 
immediately at my feedlot or whether or not I am deemed a com- 
mercial feedlot depends on if they will sell me the com, and I can't 
blame them. They need to get uie most out of their product th^ 
can. 

Mr. Stenholm. They did rule unfavorably last week, did th«y 
not? 

Mr. Bledsoe. The AFCS as of yesterday had no idea. 

Mr. SiENHOLM. We will check on that. 
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Mr. Blkdsob. My only other comment is thatyour program has 
been a very BUCceeBfiil by and large program. Wnen it is finally— 
has run its course, we as cattle feeders desperately want to have 
economically sized farms out there to deal with. 

Mr. SncNHOLM. Mr. Chairman. 

The Chaduian. I can't pass this up. Afl«r listening to the an- 
nouncement at the rodeo last night with all the Texas jokes. You 
said that you have 7,500 acres irrigated and 875 nonirrigated, and 
66,000 grassland, is that right? 

Mr. Blxdsos. Close, yes. 

The Chairman. In my area, you would be one of the little ones. 
[Laughter.] 

Bfr. Stenholm. Mr. Campbell. 

Mr. Campbell. No further questions, Mr. Chairman. 

Mr. Stenholm. Can't top that one, so ihank you both very much 
for your appearance. We appreciate your testunony and look for- 
ward to working with you. 

The next panel is Bud Mekelburg, executive director, Colorado 
Coalition to Save Rural America, Yuma, Colorado. Bud, welcome. 

STATEMENT OF HILTON E. HEKELBUBG, EXECUTIVE DIRECrOR, 
COLORADO COALITION TO SAVE RURAL AMERICA 

Mr. Mekslbubg. Thank you, sir. It is an honor to be before this 
committee, and it is an honor to see the chairman of the full House 
Aniculture Committee, Mr. de la Garza. 

I had the opportunily to present him a national special service 
award, Mr. de la Garza in Hawaii. That is one of the last times you 
and I had a r^ good heart to heart conversation about some of 
these issues. 

My testimony I am going to defer sections of the written, prob- 
ably you have the copy there, but I want to have the option, Mr. 
Chainnan, to digress just a little bit because I think jrou raised the 

Siuestion for the oppoortunity of some discussion, Mr. Campbell, re- 
erring dii«ctly to the Farm Oedit System. 

Mr. Stenholm. Without objection, your entire written testimony 
will be made a part of the record. 

Mr. Meeelbubg. Yes. I would like to delete a lot of the written 
record. 

First of all, my neune is Bud Mekelburg, executive director of the 
Cc^orado Coalition to Save Rural America, a grass roote orgeuiiza- 
Idon located in Otis, Colorado about ISO miles east of Denver. 

Oiur policy is to tnr to change policy, develop polipy in agricul- 
ture and I think we nave developed in this Stete a successful pro- 
gram of information, mediation and hopefully positive litigation on 
the settlement of iina eigricultural crisis between producer and 
lender. 

I was a farmer, still live on the farm, but I rent out the few hun- 
dred remaining acres of what was once providing full-time employ- 
ment for four families. The question I think that we all have to 
look at today and is still being debated, and tiie answer is not 
there, is, are we at the bottom of this downward cyde in agricul- 
ture. 
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Have land prices stabilized? Have commodity prices started an 
upward curve to higher levels? Gratefully, some sectors such as the 
livestock industiv have reedized some profitability but it is going to 
take more than 1 or 2 more years possibly to pay back some of the 
real losses that have occurred over the past several years. 

I would like to comm^it now on a problem that I have not heard 
addressed here today and it concerns the issue of before we pull out 
of this cycle, what do we do about the billions of dollars, what kind 
of policies do we need to develop, what kind of strat^ies and kxk 
grams we need to develop on the untold billions of dollars yet that 
is going to be wrung out of the ei^riculture economy? 

And I have included the banking agricultural sector, the produc- 
tion cycle or sector, and I am talking about — and you are address- 
ing this issue in the farm credit legislation because there are 
untold, and we don't know, billions of dollaiB yet in the Farm 
Credit System that you don't know whether you are going to have 



to pay for, subsidize or whatever. 
I think 3 



c you Eire dealing with that, and therefoTe I would like to 
defer right straight to the Farmers Home Administration. We deal 
with lots of farmers and ranchers, and as the record shows, an ad- 
dendum to this record, we have had over 1,700 telephone calls since 
Januaiy 1 providing information, mediation, and work-outs be- 
tween rarmers find lenders. 

When we are working whether it is a deed in lieu of forecloBure 
or a bankruptcy proceeding or the continuation of debt, or the con- 
tinuation of an operating loan for a farmer or rancher that is going 
to stay in business, we have some serious problems in procedure <» 
the Farmers Home Administration. 

If in a chapter 12, the bankruptcy can handle that debt settle- 
ment, the bankruptcy. You negotiate that, the bEinkruptcy court 
determines that tins debt will be settled or written off and you can 

to on your way. The commercial hanks, if they want to make a 
ebt settlement on their portion that they feel they are not going 
to collect whether it is a bankruptcy, deed in lieu of, or continu- 
ation in agriculture, they can make that determination. But if you 
are n^^iated out of court, in a mediation program with Farmers 
Home Administration, you have some terrible untimely costly pro- 
cedures in their debt settlement procedures Eind rules and their 



nere are what, approximately, 60-soine thousand farmers na- 
tionwide, producers nationwide — and a number of those are going 
to be in foreclosure, or are in foreclosure. And I would ask the com- 
mittee to look at their debt settlement policy so that they can be 
more in tune with the commercial banking procedures or even the 
farm credit procedures on debt settlement or write-off of debt. 

I would like to refer next to the issue of the commercial bankiiig 
^stem, and in any legislation that you pass for let's say the Farm 
Credit System that you allow I believe through your l^islatitm 20 
years for the write-off of their debt. Do you know what I am 



saymg? 

They \ 



"hey write off a debt. You give them 20 years. All right, now, 
look at the commercial banking system. There fire many cases of 
setting a second position. And what provisions or allowances do 
they have to write off their debt? You give the Farm Credit System 
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20 years. You are not giving tiie same advantages to the commer- 
cial banking system. 

I am saying that because I see a real problem here because it 
puts an imfair burden to the commercial banking system. So I 
think we need to think through what are the national policies that 
need to be developed. What are the national issues of the billions of 
dollars yet that we are going to have to wring out before this thing 
starts on an upward trend on this debt settlement issue of our 
lenders. 

Now, the next issue I think if we before we come out of the 
bottom of this issue of agriculture, the whole national economy, I 
want to defer that our national debt and our trade deficit are two 
biggest national priorities, national debt and trade deficit. I believe 
if these two issues are not resolved in a timely manner, I believe 
certain sectors of our economy such as agriculture have at least 10 
more years of tough times. 

I didn't say phase out of all agriculture. I am saying that we 
have got some real tough times ahead of us if these issues are not 
dealt with. We in production Eigriculture have to pay our debts. We 
have to pay our interest payments. We pay those on new produc- 
ti<m and new dollars. 

And therefore, any type of future, economic development for this 
nation must be based on the revitalization of some of our — some set 
industrial complex along with our service and high-tech economy. 
Because I don't believe timt our — this nation will pay its debts on a 
high-tech service economy. That we must have — and agriculture 
needs to be the centerpiece in the maintenance or the repayment 
of that debt. 

Next I would like to talk briefly about the 1985 farm bill and has 
it worked. I think it is very clear — this is not in the record — that 
there are sectors of the 1985 farm bill that dairy people have indi- 
cated that. But the section that is not working is what we rely 
upon $25, $30, or $35 billion from the Federal Treasury to make 
that pn^am work. 

Now, that I understand weis a national consensus that that was a 
safety net until, you know, to give — to make that lower loan rate, 
the intemationEilization of agriculture and eiII those things happen. 
So you can go tmd debate with GATT or whatever, but that the 
Federal Treasury was going to be the safety net. 

I don't have any argument about the public taxpayer paying $30 
billion like Chairman de la Garza said, but we cannot and probably 
will not be able to sustain our urbeui people, you other Members of 
Congress, to continue that kind of Bul»idies to American agricul- 
ture. 

Therefore, I say and I leave that door open because that debate is 
going to continue for sometime, that there have to be— a primary 
program etdopted, based upon a market with a safety net provided 
oy me marketplaice, Euid we cannot rely upon continued high subsi- 
dization. Therefore, there are several issues here on the 1985 &rm 
l^ that are not working. 

Supply management is going to have to be, I think, in the future 
a key part of that. Now, I want to relate to you for the record a 
telephone conversation because we are sitting here in a sector of 
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the Weet competing against the Midwest, and this is something we 
don't want to do, is sectional agriculture. 

We want to keep our national scope and emphasis. I had a long 
telephone conversation with the past Secretarr of Agriculture just 
before election, the last election. And libr. Block, who was then out- 
side of the Department, got into discussion eibout the supply man- 
agement prc^am. 

Now, he was the Secretary that instigated or implemented along 
with the Congress the 1985 fEum bill. And when I brought up 
that— now, I am referring mainfy to the grain, the com and me 
wheat Emd those grain farmers, that this bul is killing us he said, I 
will never support and this nation should never support a suppiy 
management concept. That we should look only at we bottonuiiie. 

That if we need to raise the food for our domestic needs and oar 
international markets in the cheapest way possible. Now, if you 
look at the record we feel that we can produce food in the Midwest 
cheap. I am talking about feed grains, the soybeans, those iypee of 
commodities cheaper than you people in the West. 

Now, if we are going to have a supply management program, we 
are going to cut down 30, 35 or 40 percent of production of every 
farm in America by mandatory control, then we are becoming in^- 
fident because we are shutting down 35 or 40 percent of our Mid- 
western highly efficient productive agriculture. 

We say what this nation really needs to look at is, and this has 
bothered me because it is a debate that is going to go on, he said 
we need to shut down the highly inefficient, high cost irrigated ag- 
riculture of the West as a national policy. 

Now, that will open enough debate to last for quite awhile. With 
that I don't believe people realize that there is that kind of ddtiato 
going on eiround this country. Next, I would like to refer to a prob- 
lem, and it was brought up —I would like to look at it in a little 
different perspective PIK pn^am find the CRF program. 

All right. In our workouts with lenders and formers and ranch- 
ers, ri^t now it is a regulation as we understand it, in the Depart- 
ment of Amculture, that— and not a law that the assignability and 
PIK and CRP payments cannot be given to a lender, that you got a 
lender cannot even take Ein assignment voluntarily frcmi a 
producer. 

All right. Now, let's look at the ramifications of that because we 
are running into some real problems. Out of court, out of bankrupt- 
cy, these kinds of negotiations there is long-term lenders, Farm 
Cvedit Administration, or Farm Credit Ssrstem, Federal land bank 
in particular, we can make some really good workouts for the con- 
tinuation of that farmer or rancher if we could give assignability to 
the CRFs and the PIK certificates. 

Now that assignment should not be determined by the lender. 
That should be determined by the consent of the borrower. There- 
fore, I would like to encourage the committee to omsider is there a 
way that you could support the Colorado bankers, the iiidq)endent 
bankeiB. I am not going to speak for the Farm Bureau but th^ 
gave a strong vote of approval that we need to look at that and the 
National Farmers Umon, the grains and the Colorado coalitiim 
have all jdned hands in meeting with tiie Secretary of Agriculture 
on this issue on the 16th day of this month in Denver. 
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llierefore, that is an important issue on the negotiation, media- 
tion of debt. And now I would like to refer strictly to the farm 
credit and then I will close. There are a number of issues eibout the 
&nn credit, and we talked about interest rates, and I believe if you 
talk both to the local association petnile that work with the Farm 
Credit S^ystem on a day to day basis tnat ttie interest rates are one 
of the big issues. And I think you would find that with the produc- 
ers also. 

Is there, or can there be a way to look at — and I know you have 
the nonrecallable bonds— that will not mature until what, beyond 
the year 2000. That is the factor that is causing at least 1 percent 
or more of high cost interest to the stockholders of the Farm Credit 
System. 

That was the mistake of the Farm Credit S;^8tem. The emplojrees 
had made tiiat determination to buy those high cost bonds and if 
tfaey are not redeconable to a year beyond 2000 what can or what 
should we propose as an alteniatiTe but we must have some kind of 
interest buydown. 

Now, if we can take let's say $10 billion or whatever it was that 
you used for the bailout, or I should say for the continuance of the 
savings and loan association which happened out at Congress a 
oouple, S weeks ago. Why can't we, as a nation, figure out some 
way to help out the producers of this nation with an interest rate 
buydown program? 

All right. Another thing I think we need to think about is the 
local boards. We talk about local control. And we have made the 
conunitment— I believe you have in the House, yet to be defined in 
the Senate— that you are committed to return some local control 
back to Uiat level. What do we mean by that? 

I tell you what we in the coalition have determined that needs to 
hamwn is to return to local control. No. 1 that the issuance of all 
new loans should have more local board approval. That all foreclo- 
sures should have local board approval. 

Should that be determined by law or bv negotiation, whether 
they have the final say-so or some central bank has the final say- 
ao. I think that needs to be clarified and determined. I believe it 
needs to be returned back to the prior 1971, prior 1971 amendment 
where — and ever since then that is when we lost that control. 

Let's talk about the homestead mediation, first right of refusal. I 
guess 1 will have to disagree with my good friend from the Farm 
Bureau in this respect is that yes, there are some tradeoff here. It 
does clutter some paper to nave first right and mediation and 
homestead. But 1 want to teU you, and 1 Uiink the chairman and 
Repreeentative Campbell addressed that. 

'There are some other factors that need to be addressed in this 
issue if, and it has happened, but it is not going to happen very 
often, is the repurchase of the first right of first refusal. It is not 
going to happen today very, very often, but it has happened. There 
are some social, economic costs to a community, to a State, and to a 
nation when you just absolutely have no option but to move that 
individual off that form or tliat ranch. 

Our first pri ~ tity should be to keep him in that community, and 
if they have a nomestead right, they might be able to stay in that 
community, bi t it mi^t be under different circumstances than in 
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production. Therefore, we support the homestead mediation first 
right of refusal in farm credit l^islation. 

Now, let's talk about what do we envision as seeing the final 
product of l^;islation in the Farm Credit System l^i^Ation? We 
envision local assodations where they vote, uiey buy stock, th^ de- 
termine the final say-so on new loans, on fbrecloeuree. And in that 
legislation that we consider with that determination made 1^ local 
people to de-merge, if the local people want to, by the issuance or 
by the securance of new charter. M^ybe they want to form a new 
association, a Federal land bank or PCA witlun a given area. 

We have had huge chunks of land in this Stete and in the ninth 
district where I believe the pewle can handle that problem better 
at that level in the county of Wichite and they ought to have tiiat 
right to get a new charter if they so desire. 

All right. So we have local associations. Now, the big problem is 
interest rate setting, and who should make that determination. I 
would say from a layman's viewpoint that the local assodationB do 
not have in the vast majority of the local associations do not have 
the capability or the creditebility or the understanding to set inter- 
est rates today. 

We at the Yuma association a year ago had $100 million in loans 
at the Federal land bank. That determination of interest rate set- 
ting is set at the higher level now. It used to he set at the local 
level, but that capability has left the local association, and we need 
to return it to the local association, but you need to give the local 
association time to develop that capability. 

If you dumped $80 or $100 million in uie laps of the local board, 
the local staff couldn't handle it, not the interest rate setting issue. 
But that has to be worked on find developed over a period of time, 
but it needs to return to the local level. 

Now, let's talk about the central banks. The Colorado Coalition, 
Mr. Chairman, would support the reduction of the number of 
banks such as Wichita, Spokane, Sacramento or whatever. Under 
these conditions, that that determination be made not by mandate 
of Congress but by the local voters, but maybe it will have to take 
some pressure to get that done. But it ^ould be made by local 
voters. Why? Because that is a local private entity, that bank, it 
has stockholders, it has a board of directors, and we feel that be- 
cause it is a private entity that the local people should vote on that 
rather than mandate it by Congress. 

Ther^ore, I would like to ask for a deferment on the centraliza- 
tion issue but that that receive a full discussion. I believe that 
under the new technology providing stockholders approval that we 
have the capabilities to have less banks. Central banks I am talk- 
ing about. 

And let's talk about the Farm Credit Corporation of tiie America 
and the Capital Corporation of America. I oelieve that they ou^t 
to be abolished, both of them. That is a tremendous overhead 
figure and if you are going to return local control then the Capital 
Corporation, the Farm Credit Administration needs to be abolished 
and those combined legal authorities now need to be returned back 
to the central bank. I am talking about the regional bank which 
might be 6, might be 7, might be 8 or whatever, and the local asso- 
ciation. 
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Because the policy, the policy, setting, organization or layer 
witliiii tiie Farm Credit System is now the FPCA. Let's let the 
bank in Wichita if that happens to be one of the rema in i n g six or 
whatever, that they make those policy decisions through their 
board of directors elected by local stockholders and that the m^ori- 
ty of those stockholders be producers and not staff. Or that £ill of 
tiiose be producers and no sfaff members on the board of directors. 

Now, we talk about the central bank, Mr. Chairman, understand, 
you are thinking of a central bank for the issuance of funds to the 
six regional bai^. So the question is should the six r^onal banks 
be a part of the central bank? Should they be regional banks out 
here whereby they have — the central bank has authority over 
them? Or should they be autonomous. Should they stand alone? 

If they fail, they fail. If they make it, they make it. We could 
support the central bank concept for tJie issuance of securities 
from, for the selling of bonds, for the examination, for the audit, 
for the recordkeeping, but that each of these banks once they are 
determined be autonomous from any central banking system. 

And then we come to the last problem, which is the highest level, 
at the Federal level, and that is ihe Farm Credit Administration. 
That they be strictly an Eirms-length r^ulator, have nothing to do 
witJi the day to day policy setting or any of that. But that they see 
that once those policies are made, that they are implemented. And 
that we would support a central bank. We have some kind of con- 
cept tike that on the security of bonds and so forth. But the big 
authority has got to return back to the Wichita level, that these 
will be autonomous, and the local authority returned back to the 
association and that is all the levels you need as a final product in 
any Federal credit legislation. 

Now there is con^eration for the technical assistance board. 
And that has us concerned. When you get that type of people, and 
can see the concern in Congress that if you, you know, if the people 
are going to put x billion dollars into that system, that there needs 
to be some review. But I feel that they Eu*e going to take authority 
of the SCA, part of it, and it is going to take authority away from 
our regionail banks such as Wichita. 

And if you look at a bailout package of x billion dollars, let's say 
$5 or $6 billion, I wiU make a projec^on that it will probably — and 
I have to agree with this in many respects — it is probably going to 
take up to 50 or 60 years to repay that debt by the Farm Credit 
System. It took us 50 jrears to get what; $7 billion in reserves 
before this problem arrived. 

All right. If the reserve setting strategy of the Farm Credit 
System is going to be to reserve certain percentage of all loan 
volume in reserve programs, plus payback 5 or 6 or 7 billion got to 
be determined dollars in debt, we are looking at a long, long haul 
and that is even providing there be no interest paid on that debt. 
And are we going to have a technical assistance board sitting over 
the shoulder of our stockholders, of our banks, find our local asso- 
ciations for that length of time? 

I think we need to study that and consider it. I believe the sec- 
ondary market will probably have some short-term positive impact 
for the Farm Credit Sjnstem, but it will be negative over tite long 



D,g,tza:Jb.GOOg[e 



pull for the Farm Credit System because I think it will dilute and 
cause some problems in farm credit availability over the long pull. 

For the record, I have the number of calls that we receive, tiie 
type of calls, the counties they are received from, and I thank you 
very much for the opportunity to testify. 

[The prepared statement of Mr. Mc^elburg appears at the con- 
clusion of tlie hearing.] 

Mr. STENnoLM. Thank you very much. Bud. Mr. Chairman. 

The Chairman. No questions. 

Mr. Stenhouk. Mr. Campbell. 

Mr. Campbell. Well, we are running toward the end of our time 
so I won't make an extended thing out of this. I think I agree gen- 
erally with many of the things that Bud brings up. 

One thing that keeps sticking in my mind though is what he 
refers to as the national supply management system, and I just 

Mr. Merelbubg. Ceui I comment on that and maybe clarify the 
program that happened in the 1950's when I b^an farming. And it 
was the hot wheat program. We could produce elII that we wanted. 
We had no limits on production, but we could only sell so many 
bushels. 

I think we have got to get back on a bushel program. All right 
That pn^am if I wtmt^ to — my allotment was 1,000 acree of 
wheat, I have 1,500 acres, I could plant 1,500 acres of wheat, but 
we only need so much for our domestic consumption and our ex- 
ports. 

I know it is tough to devise nationally an equitable, appropriate 
procedure for the allocation of a bushel basis. But is it any more 
difficult than trying to devise a program based upon Ein acre basis? 
Now, I believe all hot wheat, all stored wheat, should be at no cost 
to the Federal Grovemment under no circumstances except emer- 
gency reserve for the national priority. 

Now, if I want to overproduce, then I store at no cost to me or to 
the Federal Government. That is all established. And then I get a 
ticket from ASCS, just how many bushels I can sell and I know 
there are some problems with "policing" that, administering that, 
but that worked beautiiul. 

Look at the 1950's. Looking back at that program, I don't think 
we need to reinvent the wheel, but that was a type of a wheat pro- 
gnun, and it might not work for all commodities, but it sure did 
work for wheat in the 1950's. It was on a bushel basis. You got so 
much to sell. You stored all the hot wheat. If you had enough hot 
wheat stored, and you didn't even want to produce the next year, 
then you could get release of that hot wheat and look what it has 
done. 

Go back and look at that program, tmd it won't work for maybe 
for all commodities, but I am saying that I think we need to debiate 
how far we are going to intemationfdize eigriculture. How much? 

Mr. Campbell. I do not want to belabor it. I just want to say that 
I know we have to get away irom subsidy, but I don't think there is 
any question in anybody's mind that we have to get away firmn 
them. But when you introduce a system no matter what you call it, 
and that is what the Harkin-Ge^hardt bill is all about. 

Mr. Mbkelburg. I thinlr that 
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Mr. Cahpbzix. Well, let me finish for a minute, will you. I have 
to tell you that I am a person of thin government, and I know we 
have to have it as a necessary evil that is supposed to bring some 
order to the country. But eis Ein individual and a person that does 
some ranching, when anybody tells me they are going to mandate 
what I can produce, I just have to say, I want to tell government to 



go straight to hell. 
I don't care ' 



t care what terms you put it in, whether it is supply man- 
ac^ment or any other form of some mandate, there is just some- 
tmng that goes wrong inside of me when somebody telb me that I 
can or can t produce. I much prefer the kind of thing that o^rs 
incentives to produce or not produce, to get the thing rack in order 
and I don't want to belabor it any longer than that. 

Thank you, Mr. Chairman. 

Mr. Stenholm. A couple of comments. Bud. When you mention a 
new charter, that is in our bill, H.R. 3030. 

We also provide for a 5-year guarantee to stock but it phases out 
at the end of 5 years. And at the end of those 5 years we expect a 
new cuntalization program for farm credit. 

Mr. MxKKLBUBG. Could I get one clarification, Mr. Chairman? 

Mr. Stenholm. Sure. 

Mr. Mbkslbubg. And that is how does the Congress envision the 
status of those six regional banks in relationship to the central 
bank? Are they independent? Are they service oi^anizations? 

You know, I would like to see your philosophy on that. 

Mr. Stenholm. WeU, the concept of a central bank for PCA's and 
FLS's, I don't know where that came from. That is not what I 
meant. 

Mr. Mekeiaurg. OK. That clarifies a big issue of ours. Thank 
you. 

Mr. Stenholm. Thank you very much. 

Does anyone in the audience have a question or concern? 

Mr. Rhoads. Is thb thing working? 

Mr. Stenholm. Yes. Sp(»k right into the mike and identify your- 
self. 

Iklr. Rhoads. John Rhoads, I am a director of the Colorado Hay 
and Forage Association, and we are definitely opposed to the States 
allowing haying and grazing on the set-aside and all setraside acre- 
ages. Thank you. 

Mr. HiCKERT. I am Jay Hickert. I am the elected representative 
of the farm credit district in Wichita irom Colorado. My fellow 
board member from Kansas, Dennis Shirley, is edso here with me 
today. We commend the committee for coming to Colorado for this 
hearing. We fdso commend them for reporting the H.R. 3030 out of 
Congress. 

We need expedient action for assistance as you well know be- 
cause we have two or three Federal land banks that could conceiv- 
ably need assistance before the end of 1987. We, I think, eis a 
system accepted the challenge on the restructuring. The system 
doesn't have too much problem with this. The bluest concern I 
guess I should say is the flow of funds. 

We definite f we will need funds sometime in the fiiture and 
your bill just Kind of indicated it would be appropriated as neces- 
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Bary. Now, hopefully, when we do need the funds, they will be 
avEulable. ' 

Also farm credit is a big concern here today of practically ever; 
speaker. My fellow board member and I will stay a little later. 
Anybody here concerned tod^ that wants to visit with us, we are 
here and we will take all the time they need to visit about farm 
credit problems. Thank you. 

Mr. Stknhoui . Thank you very much. 

Mr. WiEOEBiAN. My name is Ed Wiedeman. And I have turned in 
a written testimony, and I would like to make a few comments on 
it. 

When I look over our situation at the dairy, I see that our pro- 
duction is always the highest in the second quarter of the year. Yet 
our commercial usage is alwetys the lowest — I mean the highest, 
our usage is the highest in the third quarter. 

And so what I put in the testimony is that we would like to see a 
quota tied to the last 6 months of the year to establish a quota for 
our milk poimds. And whenever you go over your quota, I would 
like to see the difference in price between support price and world 
market be taken out of your milk check from the co-op or the proc- 
essor and sent to CCC to handle the surplus milk at a lesser price 
that way it could move out into the world market and into the stor- 
age. 

Why I feel this way so strong is because today dair^en that 
have not increased production are paying the bill tmce, and 1 
think it is time that we get off of his back and treat more dairy- 
men more equitably. What I mean by this is the dairymen that 
holds his production down, you take at a lesser price, has all the 
assessment costs and he just can't afford it no more. Where the 
other person that keeps increasing production and creates the 
problem, he will be able to make it. So I would just like to bring 
that out in my statement. 

Mr. Stenhouh. Thfink you very much. 

Mrs. Snyder. I am Phyllis Snyder, and I am a hay and cattle 
producer. I speak in opposition of haying and grazing on set-aside 
acres. It is not only from an economic standpoint because to me it 
is wrong for someone — and the program is voluntary to sign up and 
to have set-aside acres and then expect the government to let you 
get your payment for set-aside acres and go ahead and farm it and 
take the crop off of it. 

You Eire milking the government for all you can get, aigning up 
for government pr(^ams that pay you to set-aside inBtja^l of ex- 
pecUng the harvest, and to me that is wrong. Look how many dol- 
lars in government expenditure they could cut by cutting out this 
one program. 

Mr. Stbnholm. Thank you very much. 

Seeing no one else at tiie mike, Mr. Chairman, do you have any 
concluding remarks? 

The Chairman. I would like to themk all who testified for your 
contributions. We appreciate it very much, and I assure you it will 
be very helpful for us as we consider further action on the farm 
legislation and on the farm credit l^islation. Again, thanks to our 
colleague Ben Campbell for having this hearing. All of the hospital- 
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it? that has been afforded to us up until now, including the Texas 
jokes, has been very much appreciated. 

I hope we enjoy the second half of our visit here as we have the 
first half. Thank you, Mr. Chairman. 

Mr. Stenholm. Mr. Campbell. 

Mr. Campbell. Well, Mr. Chairman, if there is no objection, first 
I would like to submit a copy of Mr. Jay Hickert's written state- 
ment. Mr. Hickert is a vice chairman on the board of directors for 
the Ninth Feirm Credit District in the Wichita District Farm Credit 
Counsel. 

Mr. Stenholm. Without objection, Mr. Hickert's statement will 
be made a part of the record. 

[The pr^ared statement of Mr. Hickert appears at the conclu- 
sion of xbs hearWO 

Mr. Campbell. Thank you. 

I want to tell people that I really appreciate your input and a 
number of people in particular who helped put uiis on. Certainly, 
the fair manager, Mr. Robb, who went out of his way to make sure 
we had a {acuity and to Pueblo Community College that supplied 
the coffee and uie donuts, and particuleu-ly to ray colleagues from 
Texas who have taken part of their, what is called the l^islative 
break, to come out here and hear our concerns. 

I hope that this kind of thing can be done yeEU-ly. Who knows 
what wilt happen next year, but there always seem to be problems 
that we have to address. One thing that ceune through to me 
anyway is that generally under the 1985 fann hill, we have done a 
relatiTely good job. There are etill some glitches in it. 

I might tell you that one thing 1 found out in my limited tenure 
in government is that nothing ever stays the same. It is always 
chfuiging. The tax bill for instance that was enacted leist year was 
supposed to be the answer to all of our tax problems, "niere are 
over 50 bills introduced already this year to change the Tax 
Reform Act of 1986. So I guess that is juet the way it works in 
American Government. 

But certainly we have the best government of any I have seen. I 
wanted to also thank my administrative assistant Sherrie Wolff, 
who is in the back, and Murray Rapp who is betck here and who 
has dealt individufdly witji many of the farm groups here in Colo- 
rado and who handles our farm l^islation in Washmgton. 

Again, I want to thank you very much for coming, and thank 
you gentlemen. 

Mr. Stenholm. Ben, thank you very much, and thank you again 
for inviting us. 

I have found in my brief l^islative career that you always leam 
when you listen to the viem>oints from other Eu^as so that you can 
have a better balance of what American agricultural policy is all 
about. 

I didn't hear an^ne today mention sodbuster, and I would just 
mention at this point in time and encourage each and everypro- 
ducer in this State to check with your local SCS and ASCS omces 
as soon as possible. Do not w£iit until 1990 to find out exactly how 
sodbuster is going to Eiffect you in the future. 

The chairman mentioned getting his ducks in a row, and I have 
just got to share this with you in conclusion. I heard the chairman 
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once when he appeared before the Rules Committee back when the 
1985 farm bill was about to go to the floor. I heard him being ad- 
monished by the Rules Committee chairman at that time bemuse 
we were having difficulty getting the 1985 form bill into the proper 
form and fashion to bring to the House floor. 

And the chairman of the Rules Committee said to Mr. de la 
Garza, "Get your ducks in a row." And the chairman said, "Mr. 
Chairman, I have got too many ducks. When I put one in a row, 
another one runs off in a dUTerent direction. Therefore, I am 
having trouble getting my ducks to line up. 

I didn't comment when the beef and the dairy witnesses were 
before us, but I want to highly commend both industries. In fact, 
all of agriculture is beginning to recognize the absolute importance 
of self-help research and promotion programs. Self-help programs 
are absolutely necessary if we are going to achieve results. 

The cost of the farm bill is now estimated at $76 billion over 5 
years. To those that say that this is costing too much, can you 
imagine what the cost would have been had we had the collapse of 
prices that we would have had with any other type of program? 
The cost is high, but necessary, if we are in fact going to be a com- 
petitive agricultural industry in the international market. 

I submit, yes, it costs too much by historical definition of the 
budget. However, it was the wisdom c^ all parties crafting the 1985 
form bUl that that cost should be a shared cost. 

No further comments. We again thank you. The testimony has 
been excellent We appreciate, Ben, you inviting us. This field hear- 
ing stands adjourned. 

[Whereupon, at 12:07 p.m., the subcommittee was adjourned.] 

pidaterial submitted for inclusion in the record follows:] 
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TBBTiiK»nt or nrsR a. decker 

OONHXSBIOMBR OF &OSXCULTDSX, BTKCt Ot COUXADO 



Cbainun d« la Garza and naubers of tha Subcommittee: 



Ky name 1b pater R. Dadcer, ConmisBionar of Agriculture for 
the State of Colorado. On bahalt of Governor Roy Romer, I'd 
liKa to welcome you to our beautiful state. I hope you will 
taKe advantage of this opportunity to enjoy Colorado and our 
StaCa Pair, tha showcase of Colorado Agriculture. 

I would also like to axpress ay appreciation to Congreeanan 
Caoipbell and tha other members of the House Agriculture 
CoHKitCaa for holding haarings in Colorado bo as to learn 
first hand about the economic issues facing Colorado 
agriculture. 



CXlLOltADO'S nUW AHD SAHCB rZHUICS OUTLOOK 



My remarks to you today will focus on the financial 
condition of agriculture in Colorado. The producers of 
agricultural products in Colorado face a common concern. 
The availability of affordable credit, Icno term credit , is 
the linchpin of the future for many of our state's 
producers. 

In particular, I have much to tell you regarding credit 
availability and tha role of financial Institutions In the 
state . I believe that unless the credit situation is 
remedied soon, no farm bill can be of much assistance to 
producers in Colorado. Others appearing on the agenda today 
will address many specifics of the farm bill. I would like 
to preface their remarks by discussing tha financial setting 
and where I perceive progress can be achieved. 

.One third of our producers are in such serious financial 
straits that they will not likely be in business in the year 
1969. 

Another third of our producers have leveraged thair assets 
so heavily that any significant upturn in production costs 
could force then out of business. Tha poaslbllity of 
sharply higher costs for petroleum-based inputs in 
agriculture looms as a specter on the horizon. Indeed, the 
recent stability of input costs has quite literally been the 
only saving grace for ;umy of our state's producers. 
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Private sector capital sources, specifically small rural 
banks, are incapable of serving the needs of all Colorado's 
producers. Those private banks willing to lend to the 
agricultural producing sector are generally unable to 
provide long tenn capital in sufficient amounts to meet 
agricultural demand while those private sources with 
adequate capital are generally unwilling to make farm and 
ranch loans due to high risk. 

Who could blame them for being a little gun shy? Between 
the economic difficulties associated with agriculture and 
the energy industry, the banking industry in Colorado has 
suffered severe losses. 

Insurance companies also have, for the most part, departed 
agriculture due to the persistent decline in land values 
over the past three to four years. Many insurance companies 
now own farmland which they acquired through bankruptcy or 
foreclosure, a burden for them to manage or sell. 

THE FMtH CREDIT SYSTEM IH COLOSUX) 

Federal farm credit sources are the primary vehicle for long 
term credit in Colorado. They arc not healthy, and they are 
not serving the needs of the industry. In my opinion, the 
Farm Credit System (FCS) is in disarray. Uncertainty 
concerning the future of FCS has caused confusion among its 
ranks, and those farmers and ranchers considered good risks 
are wary about continuing their relationship with a system 
in financial difficulty. In short, the system lacks 
credibility both in terms of its management and its 
financial i 



He have seen, however, some ii^rovement in the 
administration of the Wichita Bank in recent months. 1 
sense that the agency is attempting to cooperate with 
producers in difficult conditions. I also believe there is 
an earnest effort on the part of most local office directors 
to try to work with the borrowers in restructuring loans 
where they can. 

But the Colorado Department of Agriculture continues to 
receive numerous complaints from producers who tell us that 
foreclosure notices arrive in the nail, not loan 
restructuring offers. Too often producers are placed in 
foreclosure when the debt could easily be profitably 
restructured and the farmer or rancher allowed to remain in 
business. These foreclosure cases are too often the result 
of over sealcus office directors ignoring or misinterpreting 
the directives of the Wichita bank. 
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particular, I believe that establishing a new secondary 
narket for agricultural loans will help enomously. The FCS 
needs a vehicle by which risks can be spread out and new 
capital be obtained through the "AggieHae" concept. 

raSKEKS HOKE ADKIHiaTiaTIOH 

Hith regard to the Pamers Home Administration (FnHh),it is, 
at the present time, the maior blockage in the delivery 
system for farm credit in Colorado. I need not remind you 
of the unavailability of farm ownership loan guarantees in 
the country. But I must inform you of the disaoterous 
consequences this lack of funding is having on Colorado's 
producers. 

FUHA farm ownership guarantees could expedite many farm loan 
restructuring efforts in this state. Indeed, without these 
guarantees, our producers are without any alternatives. The 
FCS needs loan guarantees to enable it to pursue its efforts 
to renegotiate and restructure its delinquent loans. 

In Colorado, $i.3 million was allocated for the Farm 
Ownership guarantee loan program. Needless to say, in this 
era of loan restructuring, it doesn't take many loans to 
utilize that relatively small araount. However, this fiscal 
year there are, by our reckoning, around $10 million left 
over in Colorado's guaranteed operating loan program, but 
they cannot be utilized because policy from the FaHA 
fcdnintatrater'B office in Washinaton refuses to allow theaq 
funds to be transferred to the area yhere there is qrafltUfft 
need and demand. 

The Colorado Agricultural Development Authority, a quasi- 
public agency created to generate capital in the fara and 
ranch industry, has $100 million of taxable bond funds to 
purchase FmHA fam ownership loan guarantees. This would, 
obviously, add significantly to the availability of credit 
in rural Colorado, but since these funds are tied to FSHa 
real estate loan guarantees, the money lies idle while our 
state's farmers and ranchers continue to suffer froii a lack 
of credit. 

He know of many Farm Credit System debt restructuring loans 
that could be made if FmHA loan guarantees were available to 
assume a portion of the long term debt. These loans, too 
are on hold until farm ownership loan funds are forthcoming. 
Increased guarantees could offer much needed capital to 
private, commercial lending sources as well. 

private banks need FmHA loan guarantees to enable them to 
continue to loan operating capital to their long time 
borrowers . Often , commercial lending sources could and 
would gladly take on partnerships with FmHA were it not for 
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Uie Multiplicity of dslays, regulations, and confusing 
agsncy directives. In Colorado, only B% of our 2S0 
conmarcial agricultural banks will procass FdHA loan 
guarantees ■ 

Our department has closely examined how FnHA is working in 
the state. It is not working well uniforaly, and in son* 
areas it is not even working minimally. He have learned 
that BOB* county supervisors are unwilling to make loan 
decisions at their level. They are sending the applications 
on to a higher level resulting in unnecessary delays. 

My department surveyed the 250 commercial banks Involved in 
farm lending. Of the banks responding, we have learned that 
the ovenAelning majority have a negative attitude toward 
the agency. But it is important to note that we learned 
that certain FmHA offices did receive . overwhelmingly 
positive reviews from the local commercial bankers. 
Hortheastem Colorado, for exaiq>le received very positive 
reviews. The office in Lamar received high praise for its 
personnel and actions. 

I can only surmise that more needs to be done to foster a 
better relationship with commercial lending sources, and 
in spite of efforts at the state level to provide assistance 
to the agricultural community, we are stymied by the lack o£ 
available funds and an uncooperative attitude in the 
Washington, D.C. FmHA office. 

There is yet another problem area with FmHA. This past 
year, the Colorado General Assembly adopted legislation to 
require mediation before a loan could proceed into 
foreclosure. Hediation is a legitimate recourse to 
immediate foreclosure, but It would seem as though the 
Administrator of Fanners Home Administration sees mediation 
as something to be avoided at all costs. 

In a memorandum dated August 3 , 1987 , FmHA Administrator 
Vance Clark Instructed "his State Directors that "FmHA is not 
obligated to participate in ... mediation services, even if 
the State legislation (authorizing or requiring mediation) 
purports to apply to Federal agencies". Kr. Clark goes on 
to say that "State, District and County office personnel 
will not paxtiaipata in any Mediation pzoaedores, 
negotiations, or conferences involving mediation servioaa 
created uadez tbaiz respaotive state lavs (emphasis added).' 
Hr. Clark offers as an explanation the agency's fear that 
any cooperation with mediators might prejudice the agency's 
position In a pending civil action. 

Based on Information I have, the civil action Hr. Clark is 
using to hide behind cane about, in fact, as a result of Hr. 
Clark's initial refusal to participate In mediation 
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confarences. He ia using the civil action to justify and 
perpetuate his di stain for FmHA cooperation with other 
lending agencies. 

Colorado's Famers Hone state Director, Ms. Ruth Fountain, 
bad previously notified the departaent that although she was 
unwilling to recognize that state-nandated mediation applied 
to a Federal agency, she would instruct her stats personnel 
to voluntarily cooperate in Colorado's mediation efforts. 
Mr. Clark's directive has removed any hope that state 
■adiation legislation will work in the short term. How many 
farmers and ranchers will be forced to liquidate a 
potentially profitable operation becauee of Clark's mean- 
spirit ad attitudes expressed in his directive to state 
otficea? 



The farmers and ranchers in Colorado deserve better 
treatment than trtiat they have received from an inflexible 
and antagonistic Federal FmHA. He are ready to work with 
our State FmfU office, and we will offer assistance to the 
local office directors who will accept it. But we cannot 
accomplish our fundamental goal of assisting Colorado's 
farmers and ranchers without the cooperation we need at the 
Federal level . 

He need FmHh farm ownership guarantee funds immediately, 
niose funds can be made available overnight if the 
Administrator so decides. He need leadership which will 
recognize mediation as a viable alternative to foreclosure. 
He need Congress to call the agency on the carpet again and 
again until the message gets through. FmHA Is the 
bottleneck in the farm credit delivery system, and it is 
plugged solid right now as I speak to you. 



Our state's producers are not looking for a handout or a 
bailout. They are looking for the fulfillment of a promise 
mad*. They expect and deserve a federal credit assistance 
system that is affordable, efficient, and equitable. 
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THE COXDITIOX OW COLOBADO'B &QSZC1IIAIISXL IHDOSTRT 

N«t farm incoae in Colorado has risen substantially since 
1981. In that year, net farm inccme totaled 230.2 million 
dollars. In 1985, that figure was nearly 519 million 
dollars. It would appear on the surface that agriculture is 
doing fairly well. 

But during that time, government paynents inoreased fron 
$47.6 million to $141.8 million. Other farm income (machine 
hire, oustom work, recreational income, and other fata 
business-related income) increased from $35.5 million to 
$331 million. Subtract these two categories of income, and 
you are left with $46 million. This is not a healthy 
industry . 

Production expenses have not risen in an inordinate fashion. 
The cost of fertilizer has declined significantly as have 
costs of seed and fuel. But a look at the balance sheet 
shows other disturbing trends. 

Total farm assets have declined during that '81-'85 period 
from $20.4 billion to under $17 billion. Real estate in 
particular has dropped one third in value. That figure is a 
statewide average. Assets in livestock and poultry have 
remained constant, and crop asset values have risen only 
modestly. Equity has diminished in Colorado agriculture 
from $16 billion in '81 to $12.5 in '85. 

Horse still. Farm investments are declining. Hhen farmers 
make money, they're putting it in savings bonds and banks 
instead of pumping it back into the enterprise. The value 
of inventory adjustment during the 'SI- '85 period is an 
indication of the instability in the industry. In the years 
1984 and 1985, farmers and ranchers have been accumulating 
enormous inventories of produce and selling assets. USDA 
economists call this income. in reality, it reflects bad 
times in agriculture. 

He do not yet know the 1986 figure for inventory adjustment, 
t am told it will likely reflect the negative figures of 
sold assets and continued declines in inventory values for 
the third year in a row. 



D,g,tza:Jb.GOOg[e 



mittee on Livestock, Dairji md Poultry 
Pueblo, Colorado 
Septwber 3, 19S7 



Colorado Farm Bureau 
Office: P.O. Box 5647 

Denver, Colorado 8D;17 



My name U Kefth Propst. I am president of the Colorado Fa™ Bureau, the 
largest firm organization in Colorado with 14,73G members. Me have a diversified 
faming operation at Herino, Colorado where our principle farming enterprises are 

We want to thank Congressman Ben Campbell and nembers of the subconnittee 
for holding this hearing. It provides us producers the rare opportunity to have 
direct Input into the policy making process of Congress. 

It is especially appropriate the livestock subcomiittee hold this hearing 
in Colorado because about two-thirds of our fa™ receipts in Colorado are from 
livestock sales. Even though farm programs do not directly involve livestock, 
the programs have tremendous impacts upon livestock and other nonprogram crojjs. 
The program crops get all Che attention and fan fare but account for less than 
half of the sales. Yet the livestock producers get bashed around when there is 
a dairy herd buyout or diverted acres are harvested. . 

Haying and Grating of Idle Acres 

Farm Bureau policy is clear regarding the harvesting of set-aslde Or idled 
acres. 'Under land diversion or perennial legune and grass rotation programs, 
no haying or grazing provisions on set-aside or rotated acreage should be pemitte 
during the principal nontlis of tlie growing season...' "Grazing or harvesting 
should not be allowed on lands that have been enrolled in the conservation reserve 
land retirement program.' 'Prohibit the planting for harvest of any nonprogra> 
crops on the underptanted acres.' 
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We think haying and grazing of diverted icres nakes a mockery of the ohole 
fann program. Th« practice is especially Injurlout to the hay and livestock 
Industries. White ne pay progras crop producers to Idle land for the purpose 
of getting a handle on our surplus problem w turn around and allow then to 
harvest those acres to the detrlnent of vestock and hay producers. 

In Colorado this y«ar w* had about 25,000 acres which would be aff«cted by 
the rule to allow haying. It Is estlnated the price of hay would have been 
reduced by $5 per ton. Kith production at about 3,644,000 tons the loss to the 
hay producers would have been over 118 nllHon. 

Livestock prices have Increased this past year and what we don't need Is 
Increased beef tonnage. Down the road, those Beef producers subsidized by the 
grazing of diverted acres uDI be flooding the market with beef. Atlowing 
haying and grazing of idled acres can have that precise result. The decision 
■ust be made as a national policy, either by Congress or the Secretary of 
Agriculture, to not allow haying or grazing of idled acres. If Congress expects 
programs to work Chen they must be firm and put sow teeth In the law. 

Dairy Program 

He support a dairy price support prograa which will bring supplies down to 
demand levels. We favor a system where the price support level would be 
automatically adjusted according to the amount of net dairy products purchased 
by the federal government. 

We opposed the whole-herd buyout program in the 1985 fani bill In favor of 
adjustments in the suniort level to bring supply and demand together. Our Idea 
was to reduce the support price 50 cents a year until government purchases of 
surplus dairy products decline. We still think that is the proper approach- Wt 
do not favor another whale-herd buyout or some contrived scheme of supply 

t which drives government deeper into our industry. It is time for us 
approaches to dairy programs. 

While production has been reduced some under the buyout, the iMWdlate 
effect was devastating to the livestock sector For exaiq>1e, as of the end of 
July over 1.1 million head of dairy animal had been slaughtered. Indications 
are now that there are large numbers of replacement heifers won to coae Into 
production. So there is a good pptential of Increased production to put us 
back where we were before the buyout. 
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Just u a luggettlon. It My b« tlac for Congress to start responding to the 
decreased market deaand for butter fit and the Increased demand for 1cm fat milk 
products. Since the price support system Is based on butter fat. Congress needs 
to work with Industry leaders to design a systeo wnlch recognliei earket dCMnds. 

At any rate, the prograa MSt recognlie the market If we ever hope to unravel 
ourselves from this coafilex and costly prograa. He think It can be done best. 
Hith the least lapact on other agricultural enterprises, by a sli^tltfted system 
of reductions In sufqiort levels based on government purchases. 



One of the Mjor points we want to make 1s that loan rates mt be held 
market clearing levels. This fj important for several reasons. Ii 
in order to be competitive In ttie world market. It Is lavortant in order to reduce 
our surplus stocks. It Is l«portant In order to protect historical production 
patterns. It doesn't «ke sense to support wheat, for exi>(>le, at a high level 
which results In moving thai production away from ttiDst farmers that can raise 
only wheat and anve It to soan other part of the country where many other crops 
can be groxn. 

Finally, It is Important to keep loan levels at market clearing levels for 
the purpose of utllfiatlon rather than government storage. 

The 1985 farm bill set the proper course for farm policy. It should be 
adninistered to carry out the objectives of income protection, stocks reduction 
and export market competitiveness. It also should be given time to work. The 
lower loan rates are making program crops competitive in world markets and farm 
income has been supported through target prices. 

Agrtcu tura) eiports are st^rtUg to trend higher. Beef is at a 10 year 
high and wlieat and com exports have turned upward the last two years, but much 
lower then the peak* of the late I97D's.* 

Agricultural debt, although not associated with the farm program, it expected 
to be less than (160 billion in 1987 compared to a high of $203 billion In 19B2.^ 

The point Is there are some positive signs and current farm policy needs to 
be given a chance to work. He think comudity prices have an opportunity to adjust 
under this progrem to levels that are coeipetitlve in the world market, that stocks 
can be reduced and that producers can prosper. 

Thank you for the opportunity to present our views. 

3. Exhibit C 

4. Exhibit D p. 7 

5. Exhibit D p. 4 
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caXoHilo seat* Ases ortie» 

3490 MWC tetii Hvm. , SulU 31 
Dmitv^r, CoJorado tOllX 

Jwia 4, Mil 

EXHIBIT A 



Chat you ara writing a JeCtar addraasad c 
flila JatCar will ba an accaapc Co parsuai 
o GbargB their fuJinj tad paralt lutjlnj a 



UCax CA« daoisioo of tJw SCate CoMlttM a 
tha niia of 'no having' aC Co Acrat, I was 
/Or caCCia feadais Co turn up tha heat. 



■ujipcrc of the iujpl* who cuCifiad 



1) Certlfieaticti of piogcam Acros la Soathaaatain Colorado 
uaa over on June i. Froduc j ol fall vhut and barleif 
could not partake or benefit fion a change In Chs rulei. 
Kanv iaaqixiciat wouid be oraacad thaC da not nan, axlat. 

I) Apprcwinataly 989,809 jilua tcees.uhlcli is aiaosC ona aiiilw) 
acres, 1> involved In Che set aside acres. £5,000 acres 
oia sJlglhia for CO acrai that night use alfalfa for a 
conaarving crop. -Hot aU pioiueara couid or uould take tha 
DfClon of aslntr alfalfa, 

3) Producers with CU Herat can lacelve up Co tlOO.OO par 
aeta through daflcleacs pa^aantt beioia considering any 
wJdltiondi suneMry banufJtK froa hai/ing and graiing. . 
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Mry tine during th« 



5J Aciiiuti^ Coaaonratlaa JliLii 
of aaC aaida mofa luy bi 
gxoitlag moath», 

e) Produaaza ot mltmltm, « non-progroM crop, iMuJd te hurt trtiicli 
vouid cojid to forca Mor« producers Into TovarnnsAt progrdgw. 



0J Ray supplies in Colorado as of Mai; J, 1987 ara 5% balov 1986, 
but 31% al>av9 Cfte suppli/ tbst axlatad on Mdy 1, 1985. 
Hationallj/, h«y supplioa dre up ?9K above Jiist year ae thla 



9t To ms btowledga in Hastarn CoioTddo, oniy 3 lequaaes for 
haying of Cu acraa hdva been mode which Includes Coiliiu 
feediat, fiegusscs Co Mintdia th« prasoat 'no Jiavins" ruies 
on CO acres have been guita sCron? in VestwJi Colorado. 



lit Wiy pasture and no hay? 1/ we faacure CO acres, the feed is 
used now and only affects tti« price for the present, Uaylag 
percita stoxd^e «nd coupetoa for e plaoo la the urJcet for an 
entire year, 

12) The State Office haa approxirwteiy 20 to 35,000 acres which 
would be affected by a cbun^e in the haying rules today. The 
foiiovin? figures wbic/i T wtJi use were used in the hearing 
May 20, 1987. These figures wi'' only be used to ilJuscrete 
and are strictlji estimates li ...ichiaery and iobor costs »xo 
taken out of supposed Income for hay and an aiaounC for gmxlng 
la credited, we can expect a net of $30 to $50 per acre. Let 
us use 940.00 and then we multiply $40 x 25,000 ^ctes which 
aqualt $1 niilion, Mny Cijnes competitive costs froa Kansas 
and Nebraska were emphasized at the Hay 20 bearing. Ho tigatea 
were put forward a.s to hou much Colorado's hay should be reduced 
in price. It was oentioned several tiaes that haying was flO.OO 
chaapar In Kanntis and NebrasKa erecting a compotltlva adgo for 
those feeders and procaaaoes in the 2 respective states. 

I«t uf iower Cl» price of bay in Colorado just ?S.0O to h«ip 
even cnnpecitioi). $5.00 tiau ],644 000 tons of Juy aguUs 
;]S 23 fflilJion, nii# T»preaeM» a net loss over and above the 
returns Jroa the iMy produced Ay the Ctf acres of $17.33 plliion, 
nUa loss wouid te spread to ail Aey producers ia CAe scsts. 
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Oavainar Kammz, I hopa that thia latter will point out to you elut th«ra 
aia two rary valid sldma to this issue. A rula cJNUi^a a coujtla aontJis ago 
would flOC have hurt too much at that I a, but at that tlna, thare was littJi 
or BO opposition to tha 'no Itaying' riuo. In fact, tha cciwwonta vhlch 
wa racoiwd In tha StaCa Ottlea uuia la total agxaataant to tiia aecloa tuJtun 
by the St»ta CoamitCea. 

Hftar today, I would bop* that you can taal that our otttca Ik no Airthar 
awajf than tha CaisjAona oji your desk. I (io knov tliat Uw inforution ira liave 
and axpl anations ve can give can be very heneflciai to your offica. Ilia 
seats CooMlttea did neat Monday, June 1 atid Tuesday, June 2, 19^7. four 
Ptoss Conference was held Hednesdaij , June J. J wouid asJc why u'> the State 
Conmlttea and the State Office conpieteiy ignored? 

SiRcereiyf 

Richard WhiUiay 

Chaltmaa, Agricultural Stabilization and Conservation Service 



. Scott NeCinnla 
. riioan Bishop 
. San. Tim Hlrth 
, Kap. atai Mlghtliarae Cornwall 
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Farmers fear surplus as 
dairy buyout nears end 



tt0 ntt tfat M hnnen >re patnd for iww mcphao. 

■Alant liON M17 bmm qua — paid to ite » to 
ttetlJ biniea MkdIMeri bmd prapam. Ttar Mfli U 
■HdB Unr Hdnnk to Mnialer. 

■lb* ntt ^ «M cot to hate ABkuBnn IMpanncil 
rrni-Wi rmllrtiirintlMinnfrnilnnpniinftnfi h ri r w . 
Mte nd adk en oboal 140 bUUoa pauadiot pradudlaa 
Uii«r — IM ttau holt M yMr^Hiptua awl ■«■ ttu ■ 
Un ef thi raeort lU bDHon pound! la 1983. 

TketMamiMl pro- 
prim paid tarmeri. 



Cohsmiin^ 
nx)remitk 

M* produnion b dOWn 
bul consumpllon dl milh- 
bBssd dairy ?---■ — 




■Ad risn tUi yeort wr 



1 pramimUM year, H dial ] 

1 thU lb* pnvmiB Dm ban ■ wKom.' ana Dmhd 
D)w. bMd of ■ paad ol II Mnnai created by Um IMS 
Ivm UB Id ntaa taofteiB Mrt policy. "Bttt whether ne 
of iWMibitiwI In pnducttoa and tbe 



Dalfy knneti tar anolber tfoL RCBBoaK 
■TOapoat nf w plac M n cat lidlBHiwqBpi ^^ 
STtae nilD bctwwn the coM to leed a cov and OM nrtca , 

a taniw leb IBr milk to iMmial bvnnue nor taitnen ri 

anjl^aiBt E^ljMa. . 
BMBe jiwIucBob ^ ip waiB to b> pl rthn pp> 
~ — ' ■fanpcMatM- 



IV Bw ImHl USDA can cat avport prtcH W 
» ISMK Iba Mtptui li man tfaa S bl- 



HIBIT B 
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EXHIBIT C 



TBI PKMjINP smrr W nam WLX sales one of Itu *amaae chiwigm bi T 
eoruumpdai that hat bnn oceurrln0 fir dfcodli tut hat btn 'Bntad off by 
maty irf tM notlm't dab^mitti (t tfi* Mft from vhol* mQk to lowfol mlUc. It 
tht eurrant tr«nd> ctntfnu* — SKf then Ii notMne on th* herlion to hdleata 
OtiMrwtM ~ lowTdt lolw mnt tic**!! ■M* rnQk kIm In inT ftr Hm flrvt 
ttm* ta tha MKory oT th* U.S. dairy tntatry. (Chart I) 




TOTAL SALES TO COWTIHPK PP IVw eho^t Adwi In Chirt I Ii a dMimd thtft. 
Whtn thi pro/Ktid whola mOk aid lowfat male aalat v« eombbiMf, total damoid 
It tipfctnl to conttru* up CTobla I). Flnttlnp a homt ftr th* Inerwattng voluina 
of mm^at rtmovtd ^m fluid mdlti, haisfvar, ovatM <vt (^totting iroHam. 



irheia MOkM 


Imfot HOh SHm » 


X2E 


rga»= 


IMS 
1987 

ms 

IMS 
ISBD 


SS.O 

sa.8 
ss.t 







rorOLKnOH CROWTH ANP sales a mafar faetnr In tht Ht* of matt prodictl 
f* mrlnt ilzt. rh> dslry (ndUitry Imu bttn /ertunott to hovo o I<rpt mgman t 
of tht population uilnp Mry (rodictt plui n tipvidlnp mirlCtt for Iti pro- 
duett. Tha miwkwt bott or populotfan In IMS wot 3S mOIIon pooplt lorgar that 
It woi &i IWTB; wi tncpaoM of IT p«T«nt, Dwing tMt torn* pvtod, comma^ 
clal utt of dairy pnAicti btcrtoMd 21,4 MUsn p«widt for a (ofri of -IB.g 
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EXHIBIT D 



ARE OUR PROBLEMS OVER? 
INTRODUCTION 

With higher livestock prices. 



lowc 



[ unit 



on is oCtc 
question can. and doea, preclplta 

The purpose ot this analyais s t 
thought o( over the last several 
judgment of nhethec things see be 



SUMMARY 

MhilC gross Cara Incoa 
the various Measures c 
likely rsBBin so for t 



net farn 
e rest of 



was believed to be 
1 'the problen' and 



e are all at ret 
987 and into 19SB. 



reached In 19S1 . Any 
The debt to asset rat 
percent higher that t 



,iin In 1988. 

It 30 percent less than the peak 
maet values will be slow In coaing. 
■ in 1987, but still b« about 30 
• late 197DS. 



■bout 10 percent for 1987, 
th« peak of 13. S percent in 
down much more slowly, but 



1978 and about t 



Fara production expene 
down IS percent frosi t 
coMDodltles have been 



with Is down 
coapetitors. 



c of th* dollar 



itoaers and 10 percent 



First four Months of 1987 
iverage high in 1985. The 
trade agricultural products 
■ — "' 14 percent 
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The dollar va 

be alow foi c 

•oybeana . B« 
10-year low. 

Prlcaa tot 
10 year lo« 
have done c 

higher, hv 



Debt load 1 
problea, bi 



L eiporta Is likely bottoming out thia 
Ix years of declinea. Growth In value ol •■ports t 
C leveral year*. Tha agricultural trade balanea ii 



(xporCa are at 10-year higha, while pork la near a 

wheat and soybeans appear to have bottOBed, but are at 
th only Bodast prospects for laprovaaent. Cotton prices 
crably better. Bog and cattle prices are going nicely 
ices likely headed lower and beef prices steady to 

illd Bodestly lowar in the paat few 



lely e 



■ that t 

:luBionfl can be drawn about the aituation to 
1. Farn incooe by all Meaaucea held up well 
1 has shown great iapcovenent In the laat 
lely continue into 1938. This has been 
rge governiient payaenta for pro^raia 
prices and sharply reduced production 



This in coabinatlon ulth lower interest 
f one-third. This has lessened the debt 
t of problen debt nuat be worked through 



our coapetitors. 
general, turned 



The value of t 



a benefit. Exports 
I long ways Croa beii 



down nuch 
problem 






till lessen profitability. 
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FARM INCOME 



I no b«tt«t place to atact looking at agrtcultui* than with tuim 

Tabla 1 ahowa tha fata incoae numbeia lor tha aoat otten uied 
I troa 1977 through 1S87. 





GROSS 


1 


MET 


NET CASH IHCOHE 


VEMl 


CASH IHCOHE 


HBT IHCOHE | 


CASH IfKXHB 


BZFtXE INTEREST 




_ -^.^ _^ _ 










1977 


99.3 


19.9 




36.3 


1978 


117.3 


35.3 




43.3 


1980 


135.1 
141.3 


37.4 
16.1 




50!s 










53.7 


1982 


isoU 


33!* 




59.8 


1983 


150.4 


12. J 




58.5 






33.2 




60. 


198S 


156.6 








198G 


153.0 


38.0 




68.7 




149.0 


43.0 




68.0 



down in the early 1 



Host peopla aaau>e that Earn IncoB* uen 

■tay«d down and that accounted tot Boat 01 tna piooieaa in agcicuicure. 

Th* data do not auppott that eoncluaion. 

A> shoun In Table 1. giosB cash income, all caah incoae to agriculture 
Including govarnaent payaenta, trended higher through 19B5. Tha lower 
^roaa caah Incoae In 1986 and 1987 lellacta tha relatively latg* acreage 
reduction prograas and lower aarkat pclcaa reaultlng froa Inpleaentation 
of the 1985 Cara bill. 

Hat fara incoaw ahowad aoae waakneaa in 19B2 and 19B3, but had 
aubatantial lupioveaent by 1984. Hat far* incoae includaa changes in 
invantoriae, and that accounts Cor the low net fara incoaa nuabar in 1983 
•• tha PIK prograa and dry weather resulted In aaall crops and a hug* 
drawdown in and-oC-yaar atocka of grains. 



t often uaad fara Incoaa aaai 
lah incoaa sinus cash outlayi 

t 1977 
aaception of 1981. Hora iaportantly. tha plateau of 19B2, 'S3 and 
waa clearly broken by tha up aove In 1985 that continuad In 1986 ai 
1987. Nlth 910SS cash Incoae flat to down In those three year*, tl 
big change waa obviously lower cash outlays for production and Inti 



The difCareoca between this a 

:lude depreciation and change! 

icoae up every year 



Tha last Incoaa aeaaura ahown la net caah Incoae before intereat expanse, 
nila raflacta the incoae picture seen by the portion of agriculture with 
talatlvaly low debt loada. That portion had 10 yaacs of uninterrupted 
laptovaaant in fata incoaa. That is why there was. and is> a treaandous 
disparity of Incoaias aaong (araers within the itaa ccMBunity. 
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DEBTS, ASSETS AND INTEREST EXPENSE 



lb load, asset values and Intel 
'the pcoblem* [oi agriculture 
let values, debt-to-asset tatlc 
: cash income- to-d*bC for 1977 



In the 1980>. 
I, interest ra 

through 19S7. 

TABLE Z 



ive been fingered by many 
Table 2 ahows debt load. 



MEASURES OF C 



1977 TBROUGH 1987 





AGRl- 























INTEREST RATES 










OP 


OEBT- 


COMHEBCIAL 






NET CASH 




EXCLODING 


PARf 


TO- 


BANKS 


FEDERAL 




IHCOHE- 












LAND 


EXPENSE 


TO-DEBT 


lEARS 


BIL. S 


BIL. 


BATIO 


ESTATE 


BANK 


BIL. S 


RATIO 


1977 


H* 9 


"656 


7 'o'.lll 


B?Bt" 


S tt 




* 1 1 


1978 


131 




783 


7 
















1979 


I5S 




918 


















1981 


188 




I'oos 


2 
















1982 


203 




97T 










































1984 


198 




856 


1 
















1985 


192 




771 










































1987* 


158 





711 




















Souccei (JSDA; Federal Reserve; Farm Credit AdolnLsttation 

Agricultural debt, excluding households, totaled $177 billlor 
of 1986, down about 13 percent Iron the 1981 peak of $203.6 t 
the current forecast holds, debt will be down another $19 bil 
end of 19H7 and will continue dounwa ~ 



$700 billion. This is a 30 percent dec: 

asset values have probably quit going 
they will increase by Buch over the ne 

The debt-to-asset ratio, projected at 
is also on the way down after peaking 
and 19BG, but it 1* a long way* fron t 

Current indications are that the averagi 
eatate agriculture loans will be about 10 percent for 1987, th< 
rate since 1978 and about half the 1981 peak of 18.5 percent. 
froB the Farm Credit System have not had much of a dacline In 
rates, but also did not have as high a peak In 1981. Farmers 
borrowina now or that can renegotiate old debt are having aubi 
— i with tha pest Caw yeara. 



ive probably stabilized at aboui 
,ne from the 1981 peak of aboul 
ont end of that word). While 
in, there is no indication thai 



2 percent for the end Of 19( 
at about 25.0 perc 
1980 level of 17.0 perc 
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Tha cOBbination of lowec 
Bhaip decline in Interes 
of Sl< billion foF t9BT 



interest rates and lowei debt load has led to a 
: eipense toe agriculture. The projected eicpenBe 



The last ■easuie of the debt situation is the ratio of net 

incone-to-debt. how nany years Of net cash Ineoaie would It 
all of the outstanding debt. It the debt and Income projec 
hold, the ratio will be 3.2 compared to the peak of 5.S In 



PRODUCTION COSTS 

Earlier, ue looked i 



iss cash Incooe and i 

Table 3 shows tota 
cost of producing bi 



farm productit 



TABLE 3 
FABH PRODUCTION EXPENSES AND 
UNIT COSTS FOR SELECTED COMMODITIES 
1977-87 





FARM PRO- 
DUCTION 






CASH EXPEM 








"corn" 


HHEAT^"' 


HOGS 


CATTLE 


YEAR 


BILLION S 


$PER/ACRE 


S PER/ ACRE 


S PER/ACRE 


S PER /COT 


SPER/CWT. 




ee.9 






192 


HA 


NA 


















123.3 






216 








133.1 






227 




70 


















139!( 


209 




312 








139. e 


200 




300 




67 


















133!6 


205 




306 




64 




123.1 


189' 




282* 


38* 


60* 










280* 




60* 



Source: USDA 
Far* productlo 
production associ 

prograna, « 



pense* ineceaaed rapidly troa 1977 through 1981, 
y stable from 1981 through 1984. Even the reduced 

The declin 



L986 and 1987 n 



















]aH 


three 


































unl 


of 


output. 










idir 


pn 


ho«n i 


Table 3 
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■Oder 
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ctio 




have 


b«* 


trending 
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VALUE OF THE DOLLAR 



ce quick to Idantlfy 
e 1980b (or aqricul- 
■evaial popular 



TABLE 4 

VALUE OF THE DOLLAR 

1977-86 





REAL TRADE 


~ IMDBIC or REAL VALUE— APR 


L 1971-100 — 




WEIGHTED VALUE 




MAJOR 


MAJOR 


VEftH 


MAHCa ■73'iaD 


ALL AG TOAOE 


CUSTOMERS 


COMPETITORS 


1977 


93 




75 


94 


1978 


B4 




70 


90 












1980 


85 




7J 


93 


1981 


101 




80 


97 


1981 










1983 


117 




91 


119 


1984 


129 




97 


129 


1985 


132 








19BG 


103 




90 


133 


1987' 








III 



The btoadast neaaui 



of ttade. The 



brio with which ue tTa< 
average value Cor ttia t 
tie average of 19B5 and 
re Che sharp plunge in 



[ la the traded weighted 
t ot th* dollar verauB the 
B, weighting each by the 
rat four Bonttia of 1987 was 



15 percent (ran the dverage of 1985. 

1^« value of the dollar versus oui Bajor agricultural cuatoBers and our 
■•Jor coopetitors is probably the beat ■•asur* for our purpoaea. in 
early 19B7, the dollar uaa down 14 percent aa neaauied in our cuatoaars' 
currencies and about 10 percent when Beaaured againat oui major 
coapctltors. 
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Along with Ch* valu* of th* dollar, aiports hava oft«n baan idantiflcd «• 
■tho pioblaB.* T«bl« S ahowi th» valu* of tiEpaitB. f-- — '--•■- — — »- 
•urplua and •■porta of ••lacce' '"' ~ *" 



Ltiaa tor 1977 through 1987. 



AGHI CULTURAL 





US 


AC 


AG. 


















EXPORTS 


TBADE 




TOLOKE 


EXPORTED 


Y HAMniNG ir 












FISCAL 


flAL- CORlJl 


WHEAT 


SOYBBANSl 




RICE BEEF 


PORK 




HEAR 




11. 




Hll. 






Hll. 


lEM 


Bil. f 


Bll.S Bu. 1 


Bu.' 


Bu. 1 


Balaa 


Cwt!| Lbmil 


Lba. 


1977 


24.0 


lo'rii 




lail' 


70D 




72.8 


98 


294* 


1978 




3 


13 






1,19« 


739 






160 




1979 






IS 






1,375 


875 




84.5 


167 


291 


19B0 






















252 


1981 






26 






1^771 


919 






216 




19S: 






23 






1,S09 


905 




G8.9 


250 


























219 


19B4 






19 






1,424 


601 




61.1 


329 




1985 












915 


740 




S8.7 


328 


128 


19BS 














700 










1987 






G 




600 


1,225 


650 




78.0 


525 


100 



Souica I USD A 

The value of agricultural eiports ti 
tha paak of $43.0 billion in 1981. 
current aatlnate of $2G billion for 
up alightly aa axport volu>ea and i 



Corn and uhaat have made t 
■till at conaidarably low* 
aarly 19B0B. Cotton and r 



higher export voluaaB 



I late I97aa a 
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MARKET PRICES 

Sooe people have (ocuacd aolely on ■ 
selected camnoditiea. 



U.S. AVERAGE PRICES RECEIVED BV FARMERS 

FOR SELECTED AGRICULTURAL COHHODITIES 

1977-87 















CALENDAR YEAR 

BARSOHS OMAHA 

HARKET5 STEERS KILK 

S/CWT. S/CWV. S/CWT 


YEAR 


CORN 

S/BO. 


NBEATl SOXBEANS 
(/BU. 1 9/BU. 


COTTOH 1 RICE 

CENTS/LB. 1$/CWT. 


1977 

1979 
19B0 

19B3 

i»e; 

19B6 






33 

91 
65 

53 

08 
*2 




BB 
66 
2B 
57 
04 
69 
Bl 

05 
BO 
90 


52.1 
74.4 
66^4 

it'.s 

52.2 


9.49 
0.16 
10.50 
12. BO 

9.05 

a'.7€ 

6.06 
6.53 
3.BS 


40 
44 

47 

44 

51 


30 
46 

04 
45 

Tl 
86 

19 


40.38 
51.33 

66196 
63.84 

6z!3G 
65.34 
58.37 


13 


81 
67 

05 
77 

SB 

75 
48 



*AFSF Piojectlons 

na, aoybeana a 

t doun Ccend !■ over and a base i» being ta 
etween the end of the all 



Hog pilcaa have had a ■ 
four-year price cycle, 
by the lotior corn ptlcea. 
build. 



H09 prlcea ahould ■ 



B down again as aupplle* 



Fed cattle pclcea ate now recovering after two very tough yean 
profit! are also benefiting liom the loner corn prlcea. Cattli 
ahould be on the atable-to-up aide of thaii cycle. 

The all-allk price pretty uell reflecta the frecilns of the pri 
in the early 19B0a and the down novea of the laat tew years. » 
will likely continue to aove Boderately lower. 



;[lBlBover7J0 
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My name is John Stencel, and 1 am president ol Rocky Mountain Farmers 

in Colorado, Wyoming, and New Mexico. 

First of alJ this morning, I would Jike to (hank you, Mr. Chairman, and 
Che distinguished members of this subcommittee, including out own Congressman 
Ben Nighthorse Campbell, lor holding this hearing in Colorado. II has been a 
long time since we had a Congressional (ield hearing on agriculture in Colorado, 
and this makes it a very special event lor us. *e have another special event 
going on around you, the Colorado State Fair, and 1 hope you will have time with 
your busy schedule to visit our State Fair. 

Immediately before the Labor Day recess, you passed a bill pertaining to 

you fof. The provisions on slock protection, borrower's rights, debt restructuring, 
first right of refusal, homestead exemplion and others, we feel, are the makings 
of a successful restructuring of the ailing Farm Credit System. However, for 
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□( capital sufficient to mahe the lyitem viable again. Wittraut lulllclent finding, 
all the other provisions of the bill will be virtually meaninglesi because the intern 
will tail. 

Our members teel very strongly that any interest rate buydown included 
in the Farm Credit restructuring should extend to all producers, not just a select 
tew. The benefits ol Congressional action on behalf of the FCS should be equiiablt 



ling market, our member 
le board. The Farm Cre 
c, and 11 it is to remain 



e the capital infusion and a 






should be bonalide larmers and ranchers on this board. Of the seven presidential 
appointees, we feel four should be farmers or ranchers. 

Local control is also very important to retaining the cooperative nature 
of the system. We commend your ellorls at securing local control on lending 
decisions, but by closing down the regional banks and consolidating them into sii 
regional "service centers," it is our feeling Ihat you will be consolidating power 
in the hands ol the Farm Credit Administration— a move which would work against 



e for 



ilrol. 



The Farm Credit System in the six years ol the farm cri: 
two million acres ol land in inventory acquired from broke 
ral government through the Farmers Home Administraiion hi 
ar acreages ol farmland. This land should be redistributed 



larmers. The 
also acquired 

lo people who 



1, depressed land prict 
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^tline the land to those who will be part of the community*! luture. The 
has come to not only relmance and restructure Farm Credit, but also, through 
«f Homestead Act, to repopulate and resettle rural America- 

HR 3030 with suitable modifications and sullicient funding could solve the 
-term problems of the Faim Credit System. However, in order lor any farm 

y of income can onJy be achieved it farmers receive parity prices for their 

The health ol the agricultural sector of the American economy depends 
irity prices lor producers. This includes, of course, the livescock, dairy, and 
ry producers. Historically, livestock producers have not received parity prices 
heir products unless grain producers are also receiving parity prices for feed 
s. Cheap grain Inevitably leads to cheap beef, mutton, milk, and poultry. 

The best, cheapest, and most effective way of achieving parity prices for 

boost farm prices at the farm gate while at the same time reducing the 
mment enpenditures on agriculture. This bill is the "Save the Family Farm Act," 
:timei known as the Harkin-CephardI bill, and I hope you will give it some 
1 and consideration. At out last RMFU convention, the members adopted 

failed policies contained in llie IKi Farm Bill and its predecessors. We urge 
lOOth Congress to immediately enact the Harkin-Gephardl "Save the Family 
n Act.'" If enacted by Congress and approved by producers voting in referendum, 
program will institute policies which will enable producers to earn a profit 



D,B,i..ab,Google 



□11 Ihe larm; and 
-EsUblijhmenl ol d naliondl "Urmer disailer reserve" to which each 

A large siep in the short term toward achieving parity prices lor (armers 
would be a repeal ol the FlndJey Amendment. As you know, the Findley Amendment 
allows the ^ecietary ol Agriculture to arbiltarily and unilateralJy lower the loan 
rale on commodities as much as 20 percenl below the statutory levels set by the 
19S5 Food Security Act. A repeal of Ihe Findley Amendement would provide larmers 
with a mote equitable price, and in addition, provide about Stt billion in budgetary 
savings— well more than the budget reconciliation target ol $1.2 billion. These 
savings would accrue because raising the loan rale would decrease Ihe amount 
oi deficiency payments made to farmers. Since Che loan rate sets the floor of 
the market price, raising Hie loan rale would raise Ihe market price and lessen 

For a supply management program to work and work well, cross-compliance 
is a necessity. At the present time, we have states that are allowing haying and 
grazing of set-aside acres, and states that are not allowing this practice. This 
puts larmers in the non-grazing states, such as Colorado, at a competitive disadvantage. 
We would preler thai all states disallow haying and grazing of set-aside or conservation- 
use acres. II some stales are determined to allow haying and grazing, all should 
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and multiple ust of public lands. Our policy, written by our members states: 
"We tieiieve thai public lands must remain open to fulfill the multiple-use concept. 

mulliple-use ol public lands by conlmuing the current gracing fee formula enacted 
in I97K, which allows sIocl<nvn to utilize the renewable rangeland resource." 

"To maintain viable ranching operations, stockmen must be allowed to travel 



e Congress 10 control tl 



-Require that 100 percent 
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national policy states: "We urge price stabitiulion 
programs modeled ailcr the Wool Incentive Program [or all liveitock." Wc alio 
urge the USD A to prepare quidelincs lor a computer-based livestock marketing 
system. We (eel thai livestock producers should be able to lake advantage ol 
some oi the same marketing techniques that grain producers use, including collecti 
marketing and marketing cooperatives. 

TKank you very much for this opportunity to appear before you today and 
give the views ot the Rocky Mountain Farmers Union. 
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statement of 
CHARISS KUSLEN 
Crawforil, Colorado 



Presentefl to 

The Subcommittsa on LiveetocX, Dairy and Poultry 

U.S. House Committee on Agriculture 

Pueblo, Colorado 

September 3,198? 



Good mornine, Mr. Chairman, 1 an Charles Klaseen. I am 
a cow/calf operator from Crawford, Colorado, which la in Delta 
County on the Weatern Slope. I run 500 cows and £00 yearlings 
and irrigate 2000 acres of hay. I feel honored to have the 
opportunity to testify before this distinguished ag oonmittee. 

As you know, agriculture is in the worst depression since 
the 1930'b, 1 was nearly a victim of America's lack of a 
conprehenBlve and effective agricultural policy, as well as Its 
poorly conceived foreign trade policy and Federal Reserve monetary 
policy. All these bad policies are tearli^ the heart out of 
"the principles that built America's free capitalistic form of 
business. 

First of all, our agricultural program is too expansive 
^□r the taxpayer, and does nothing to control production. Any 
Janii program should use supply management, both to save tax 
dollars and to give the farmer a fair return on investment. 
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I think this connittee ahculd look at ■ policy eimilar ta the 
Harkin-Gsphardt bill. The 19B5 farm bill does nothing to 
control production or eet a fair price for far .^ra. 

Secondly, we cannot have a free trade polioy for the ;ir.lted 
States. Cur farrr.ers oanniit compete wSth farmers in underdevelopei: 
countriea, unlsss our standari? '.f llvtng fallB to tlie level of 
theirs. The iurope.;- Economic Commurlty sees the value of 
protecting tl eir far.-iera. We ahould do the same. 

Thirtf, agriculture does not ha- o u decent sr.urce of credit. 
I am one cf tne few fortunate oiiea in my area t- get a loan 
recently, and I went throu, h fo-...'teen montlis wit.-, no credit ir 
the process. If I hadn't have had extra assets, I wouldn't have 
.Tidae ir, through that period. 1 ain the only famer in Lelta County 
to liBVo successfully obtal.ied a FmJiA guaranteed loan. Because of 
the lack oT available credit, we have lost five or six big family 
operators in my area in the last eighteen months. 

Today there are nine thousand to ten thousand fewer head of 
cattle In Telta County and surrounOinfi parts of l-iontrose and 
(iunnison counties than in the past. This Is due to the loss 
in Lhe last two years of famll.. farm operations that have been 



in these famlliea for tv 

forty n.lles of my place. 

The guaranteed losr 

toil coirtplex and the amou 
During the fourteen mont 
I had five different loa 



5 generations. 



All 3 



not V 






ictorsi 1. The regulations are far 
iperwor'i required is nigiitmarlsh. 
i it took to t-et my loan processed 
■rs at the Farm Credit Servfcea Th 
liffleult, 2. There is a lack 
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of cooperation betwsan lending agenclaa. Thla ^ogran 1b daslcnad 
to work batwaan F«HA, Pam Gradit and eonnerclal banka. If all 
lenders do not work cooperatively, the prograio la bound to fail. 

When credit ie available. It le too expensive. Any bailout 
of the Farm Credit System ahould include an Interest rate reduction 
to the borrowers. This should be extended to all borrowers. 

In our areai hay prices have dropped to the lowest levels 
in several years. Pasture will barely pay the water aseesament. 
Feed grain producers are suffering because of low prices. Cheap 
grain eventually makes cattle cheap, filghi now the cattle people 
are getting by, but if grain prices continue to drop, cattle 
prices will follow. 

Now is time to worry about the people on the land, rather 
than the consumers. If we break the people on the land, the 
consumers will pay and pay dearly. Agriculture is one of the 
few Industries we have that generate new wealth. If we break 
our agricultural induBtry, the entire national economy will 

Thank you for this opportunity to present my views. 
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o. aorag • phone (309) 37 



Statemant of 
VERNOK PRAM3 
A)u'on, Colorado 

Presented to 

The Su'bcommlttee on Livestock, Dairy and Poultry 

U.S. Houae Coffinlttfle on Agriculture 

Pueblo, Colorado 

SeptambBr 3,198? 

Hr. Chairman, my name is Vernon Franke, and I am a co<r/calf 
producer and grain farmer from Akron In eastern Colorado, I 
run 1*50 cows and farm 1200 acres, raiaing wheat and feed eeaiae. 

As a cow/calf operator, I am concerned with the commodity 
futures market. Cur Rocky Mountain Farmers Union policy stateai 
"There should be an investigation into the total marketing system, 
including the commodity futures markets end the activities of 
commodity futures traders and apsculatore on both crop and 
livestock prices, leading to laws which will curb abuses in the 
current system." I feel that the futures markets are not helpful 
TO the fanily-aized cow/calf operators, and futures trading 
encourages speculation and price manipulation by large volume 

1 as also concerned with concentration of ownership in tho 
neat industry. Recently ConAgra, a giant food corporation, 
purchased Montfort of Colorado, a large cattle feading, meat 
packing and processing company in eastern Colorado, Further 
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concentration of power within the meat processing Industry will 
lead to price fixing, nonopclies in both buying B.nd inarketinis , 
and increased financial pressure on small and medium sizeii 
cattle raisftj.; im; J'l-i-iori.. Anti-tii; ji. lana should be vicorously 
enforced ir tl.e rooii ino'ustry, and inveatigalionb should be 
ur.dertaV.en to atop unfair trade practices ty lar^e corporations 
in the fooi; industry, 

Credit is 8 problem in the cattle industry, as well as to 
Krairi .'-vducera , The Fam Credit Service has not reduced their 
in'.Krest rates Bi(,'nif icantly to borrowers in eastern Colorado, 
Cur Interest rate is atill abaut eleven peroer;!, !vr;ich is too 
hi(r. to enable a producer to obtain a reasonable nar^in of profit, 
Any bailout of the lam Credit System should include an interest 
rate reduction for all borrowera, and should not just be a bailoui 
for the bond holders. 

Cne of the problems we face in the cattle Induairy in 
Colorado is brucellosis eradication. Cur National Farmers 
Vnion policy statesi " fiecogniiinfi that brucellosis continues to 
be a problem for livestock producers, Congress should provide 
adequate funding for the eradication of this disease." ErucelloHi 
could be, and should be, entirely eradicated throughout the U.S. 
"his would be cheaper, in the long run, than eradicatine it in 
tne area, and throufji lack of vigilance, allowine it to flourish 
in another. The eradication proc^am should be applied uniformly 
in all states, 

iKports of meat should be controlled so as not to depress 
the livestock market. Cur Rocky HountaJn Farmers Union policy 



db.Google 



Btateai 'He atrongly urge Congress to pass legislation to label 
the origin of all imported foods. All imported foods must come 
under the sane high standard of production and inspection as 
domestic nsats. " Allowing inported meats to be inspected at 
lower standards puts our damestic meat prodiiCera at an unfair 
competitive disadvantage. In addition, lower standards ori iinpurt 
puts our American consumers' health at risk. Any standards 
applied to imported meat should Include pesticide and other 
chemical contamination standards as well as quality grading. 

Than'-t you for giving me the opportunity to express my 
o'jncerns to you today. 



,:jb.Goog[e 




nocMV 
mourrmin 

FDRmERS 

union 



The Subcommillee on LIveslock, Dairy, and Poultry 

U.S. House Caininiltee on AgricuJture 

Pueblo, CoJorado 

September 3, I9S7 

I am Elmer 3ohannsen irom Wellington, Colorado. 1 operate a family dairy 
tarm there and have been in the dairy business some forty years. We presently 
have a herd oi ZIO milking cows. I am a member of Western Dairymen's Cooperalivi 
Inc. and Rocky Mountain Farmers Union. 

For those of you on the panel who are nor from Colorado, agriculture is 
Colorado's third largest slate industry and contributes almost $9 billion to the state 
economy. Dairymen in Colorado produced I.ISS billion pounds of products in 1986, 
and this accounts tor $137.4 million in total cash value. 

Currently in the United States, we have a budget deficit of over $120 
billion dollars, and we have a trade deficit ol over $1*0 billion. Estimating costs 
at $140 million per billion pounds of CCC purchase ol milk, we have a dairy program 

We need a dairy program which accomplishes a reduction in milk supply 
and also reduces the budget deficit and will help reduce the trade deficit. 
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1 advocate a luppiy rnanagemenl conc^t. National Farmers Union paUcy 
stai»: "Farmers Union supports the concept of a long-term supply' management 
ior dairy. We support implemenlation ol either a voluntary or mandatory supply 
management program any time CCC purcliases exceed 5 billion pounds. 

A mandatory program would go into effect with a simple majority vole 
ol individual dairy producers. 

I( a mandatory program is in effect, *e recommend that: 

a. The base be set at the preceding year's production history. 

b. ftoducers who participated in the Dairy Termination Program 
would have no base history." (for the complete National Farmers Union Dairy 
Policy, see Exhibit A attached.) 

mandatory stages where stability would be provided by supply management, but 
provision would be made lor enough flexibility to produce for eiporl markets. 

Specifically, 1 favor an allotment system with the following recommendatioi 

1. Cap the value of allotments at a reasonable figure. Allotments 
are a vehicle tor setting production levels and transferring the same. They sixiuld 
not be traded as if they were a stocl< market item. 

2. Set aside H percent of allotment transfers to be offered to new 
and/or young producers. Establish a dairy board or another similar organization 
as a watchdog agency and, where no co-op is involved, the dairy board will handle 
allotment transfers. 

3. Regionalize allotments through transfers to allow production in 
areas where needed. It i! easier to transfer paper than fluid milk. 

in use. This would be an ongoing annual process. Underprodui 
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5. Prlcei should be established on a Iwo-Jevel pricing system, based 
n a domestic and on export vaJue. II (he price at the export level is attractive 
o a producer, allow him to produce at this value. This milk would not be sub- 
idized in any way that would cause problems with international trade. The domestic 
-alue should be set at no less than 71 percent ol parity. 

6. Further the USDA Dairy Export Incentive Program to strive lor 
export marltets. 

7. Administer the program through a Dairy Commission elected by 
ictual producers, and finance It with a milif payment checkoff. If we can take 
:are ol our own program and finar>ce it, hopefully, we will have a long-range 
irogram not subject to pressures from changing administrations in government. 

We have heard the argument that an allotment program would discriminate 
against new and young producers coming into the industry. [ think these seven 
points address this concern, and L submit that the present program certainly makes 
it impossible for a new producer to start and survive. Threats of lower prices 
and the uncertainty of changes In program is not an incentive lo beginning producers. 

In addition, we must re-evaluate the allocation of dairy research funds. 
■n [9U, of the $26 million the USDA allocated, $24.3 million went for production 
research. Only $1'* million went to product development. Long ago we learned 
how to overproduce. We are still novices at developing our product and selling it. 

Ttie Dairy Termination Program was successful but temporary. We now 
need a continuation that would be cost-effective. We know we have enoo^ marginal 
:ows in the nation to do away with aiy surpluses. The allotment program would 
iccomplish this reduction. No producer will milk marginal cows when faced with 
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The present program provides for a price cut ol JO cents/cwl if CCC 
projected purchases exceed i billion pounds. Price cuts should not be implemenled 
if CCC purchases less import mill< equivalent values are less than S billion pounds. 
For example, i[ projected CCC purchases are i.i billion pounds and imports are 
I billloo pounds (ME), then this should be considered as an actual surplus ol 
4,3 billion pounds. 

An allotmeni program such as the one 1 have jusi suggested would increase 
dairy larm income, decrease government costs, and address the problems of market 
instability and program inconsistency. It would allow the opportunity lor new, 
young producers to enter the industry as older ones leave. It would also provide 
the opportunity to move forward in our efforts to control increasing budget deficits 
and trade deficits. 

Thank you lor the opportunity to come here and express my views. 
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NATIONAL FARMEBS UNION DAIRY POLICY 

The dairy termination proeram has been successful in reducing governmeni 
purchases ol surplus dairy commodities but has not been successful in improving 
dairy iarm income. ' The National Farmers Union recommends thai reconsideration 
ol the 1983 Food Security Act include new efforts to improve lamily dairy farm 



program for dairy. We support implemeniaiion ol either a voluntary or mandatory 
supply management program any tinte CCC purchases exceed 3 billion pounds. 
A mandatory program would go into effect with a simple majority vote ol 

II a mandatory program is in effect, we recommend that: 

b. Producers who participated in the Dairy Termination Program would 

The price support level must be established as a percentage oi parity. The 
rale to dairy producers must not be less than 71 percent of parity. 

If a mandatory program is not in eflecl, we recommend the reinstitution 
of either a paid milli diversion program or a dairy buy-out program. 

We call on Congress to repeal Class I differentials legislated by tlie Food 
Security Act ol 1983 and replace tliem witli authority that already exists under 
the federal milk marketing order system. 

in pricing in regional areas and to maximize net return to producers. 
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The federal government and miJk-'producJng states should be encouraged to 
enact Jcglslalion adopting component pricing o( mill!, including the use ol pfotein. 

The Food and Drug Administration (FDA) should increase the federal minimum 
standards lor fluid whole milk to S.7 percent milk solids non-fat; 10 percent for 
law fat; and 9 percent lor skim solids non-lau And, lurther, that the FDA, in 
the best interest of both consumers and dairymen, should do everything in its 
power to ensure that all milk marketed as lluid milk meet or exceed these 



We encourage state legislatures to adopt standards lor milk which are 
greater than the current federal minimum standards. 

annually, maior reductions in the current import levels ol lorcign subsized 
casein should be instituted, if casein is to be used for lood, it should be 
transported as a lood and inspected by the United Slates Department of 
Agriculture (USD A). 

Since dairy imports displace millions ol pounds of United Stales-produced 
milk annually, we urge Congress to include this annual import level ol casein 
in The ?.3 billion pound trigger level in the dairy program in order to protect 
the price support level to United Stales farmers. 

We applaud Congress' action to reclassify casein as a food product and 
request that it take similar action this year. 

We request that importation of any dairy products into the United Slates 

standards as are required by domestic products, and that tlie cost ol such 
inspection be borne by the exporter or exporting country of origin. 
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Public programs and private efforts to reduce government-held dairy stocks 
xild be implemenied. This ahould include full funding of the school mlili pro- 
un and special milk program to 19S0 levels. 

Farmers Union supports strengthening federal regulatiora governing loods 

[icial dairy products. 



ilk, dieese, cream, cheddar, etc, in latieiing imitation and substitute dairy 
-odiEts. The use of dairy terms on these bliels is deceptive to consumers and 
IBH monufactireri of these products to benefit from the wholesome reputation 
I natural dairy products. 

A dairy indemnity program, sirnilar to thai In the 1977 Farm Act, should 

Recognizing that brucellosis continues to be a problem for livestock 
foducers, Congress should provide adequate funding for the eradication of 

The commercial use ol Bovine Growth Hormone should be prohibited 
ntil social and economic impact studies are completed and the FDA has 
OHhicted a long-term study to prove that the product Is totally safe and 
MS not jeopardize the future health of the American people. Further, this 
'Oduct dwuld not come into the market until the dairy industry has a long- 
Tm supply management program in effect. . 

We support continuance ol the National Farmers Union Dairy Task Force. 
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Wc urge that standardization and grading of dairy products in each Hm 
be inspected by a single state agency for all the dairy industry of each statt. 

Since milk is laboratory inspected where bacteria count and other quality 
items are checked, we believe that a dairy that passes lab inspection should 
not be bothered by on-site inspectors. City milk inspectors should be termlnaii 
as the state has a qualified milk inspection system. 

We recommend that legislation be passed to allow dairy farmers to maike 
certified raw milk directly (o the public. Milk produced by these dairymen 
should be subject to the inspection and standards required by tlioir states. 
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STATEMEHT OF 

JAMES P. CAMERLO 

PRESIDENT 

NATIONAL MILK PRODUCERS FEDERATION 

PRESEHXED TO 

SUBCOMMITTEE ON LIVESTOCK, DAIRY AHD POULTRY 

U.S. HOUSE COMMITTEE ON AGRICULTURE 

PUEBLO, COLORADO 

SEPTEMBER 3, 1987 



Hr. Chatman ttnd Members of the subcoirattteei 

I an Tom Camerlo, a dairy farmer and President of the 
National Milk Producers Federation, as well as Western Dairymen 
Cooperative, Inc. UDCI ta the largest dairy cooperative in the 
Rocky Mountain area and was created through a recent merger of 
He. Qiplre Dairymen's Association and Intermountain Milk 
Producers Association. 

I appreciate this opportunity to appear before the 
aubcommittee and I would like to commend you, Congressman 
Campbell, for your efforts In bringing the subcommittee to 
Colorado so that producers here can present their vieus on 
current faro prograas to the Congress. He have been pleased with 
your responsiveness to our concerns to date and we look forward 
to working with you on issues before the livestock, dairy and 
poultry subcogmilttee In the future. 

My Intention here today Is to focus on how the I9SS farm 
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bill h«s «ffecced the dairy Industry nationally and what the 
outlook is for the near term. 

As Che national coitoodity organization representing 
Anerica's dairy farmers, ue have been involved in every phase of 
the Dairy Ternlnatlon Progran: from Its formulation before this 
subcoBmittee in 1985, to Its initial Inpleaentatlon by the U>S> 
DepartKent of Agriculture in 1986, through the monitoring of the 
program's impact on the dairy industry and other agricultural 
commodities from its beginning nearly 18 nonths ago to the final 
days of the program today. 

While I don't want to dwell on past history, especially 
since the Dairy Xemination Program was formulated prior to your 
election Congressnan Campbell, It is gratifying to be able to 
commend the subcommittee for Its role in establishing what we 
believe are the positive dairy provisions of the Food Security 
Act of t985. Those of you who were Hembers of the subcommittee 
in the 99th Congress will recall that we were initially concerned 
that a Dairy Termination Program, or whole herd buyout as it was 
referted to at the time, by and of itself would not prove 
adequate to correct the supply/demand imbalance in the dairy 
Industry; an imbalance which we sought to resolve. 

Ue had advocated a more comprehensive and permanent approach 
to achieving and maintaining a balance between production and 
consumption to sharply curtail government dairy program outlays 
while protecting dairy farm income. The compromise agreement 
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Aleh ulttnately energed froii the House-Senate fara bill 
jonftrence comltcee contained price cuts which we found 
sbjectloneble, not bacause Chej would reduce the allk aupport 
price but because of their arbitrary and aubjectlve nature. I 
«111 addreaa that subject later In aj reaarfcs. 

The conference agreeaent contained an IB nonth prograa 
lealgoed to provide paynants, partially funded by dairy faraers, 
o those milk producers who would contractually agree to stop 
roductng nllk and regain out of dairying for a period of three, 
our or five years, at the discretion of the Secretary of 
^Tlculture, Additionally, the progran contained a red aeat 
UTchase program to ninlntie the Impact of the additional dairy 
•eef on the nation's red meat markets. 

He are now in Che last days of this 18 nonth prograa, under 
ihteh nearly 14,000 dairy farmers have opted to quit dairying for 
It least the five year period established by USDA. We expect 
'*rj few of those producers to return to milk production at the 
!nd of the contract period. 

ni* results of this program are heartening, and much of the 
credit for that fact goes to this panel. A great deal of work was 
lone by members of both the House and Senate Agriculture 
^oMitcees In formulating the numerous provision of the 1985 farm 
■ill. After a long, and Many tines contentious, debate the 
^oanodity provisions for the next several years were established 
>7 the Congress. As tre look at the nation's agricultural 
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situation today, we ace pleased with the treiiendoua 
accomplLshciencs evident In the dairy prograa. No comodlty 
pcogran in the entice farm bill can ahou the progceaa in tenos of 
both sucplua reduction and governnent coat savlnga that we have 
seen In the dairy progran. It la an enviable record and one 
which deserves greater attention, both ss a tribute to this 
aubeo^lttee and to the hard work and sacrifice of the nation's 
dairy farmers in Baking the progran a success. 

Let Be briefly review the results to date In order to give 
the subcommittee a more complete picture of the current dairy 
•itu«Eion. Since the inception of the DTP milk production has 
dropped below ye^r earlier levels every aonth. During the first 
six months of this fiscal year, 1987, Bilk production is four 
percent below the ease period of fiscal year 1986. Hllk cow 
nuMbers are six percent below a year earlier and are at the 
lowest levels on record. 

With milk production declining and the dairy facner funded 
nilk promotion efforts helping to boost conaunption, dairy 
prograB purchases by the CCC, on a Bilk equivalent basis, have 
dropped draaatically. After reaching 13.2 billion pounds—or 
about nine percent of total production — in calendar year 1985. 
governaent purchaaes dropped to 10.6 billion pounds In calendar 
ye«r 1986, during the Initial stages of the DTP. That reflects a 
19 percent drop in purchases in one year. 

Now that the DTP has nearly run Its course, the results ace 
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aven aore dromaClc. During the first aeven nonth* of 1987, USDA 
purchased Just 4.59 billion pounds, note than « fifty percent 
reduction fron the 10.I4 billion pounds purchased during the 
sane period In 1986 • 

On an IndivldiMl product basis, through the first half o£ 
FY87 butter purchases are down 56 percent, nonfat dry inllk 
purchases are doun 48 percent and cheese purchases are down 59 
percent from the sane period In FY86> 

These dramatic reductions in dairy program purchases 
translate into substantial reductions in the cost of the dairy 
price support prograa. Fiscal year t9S6 dairy program costs 
totaled $2.3 billion. For fiscal year 1987, total prograa costs 
will be about $1.1 billion, naklng the dairy program one of the 
few, and perhaps the only, commodity prograa to fall within its 
budget baseline. He expect the program savings to continue Into 
next fiscal year as well, with program costs projected below the 
rY87 level. 

To gain a greater appreciation for the success of this 
prograa It Is necessary to look at the alternative prograa which 
w«a advocated by the Adainistration and others, including, 
unfortunately, sone agricultural groups. Without the DTP and 
with the price cuts which were proposed as the major alternative 
to this prograa, allk production today would be higher, 
government dairy stocks would be higher and program costs, today 
would be higher. In 1987 alone, we project that CCC purchases in 
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the absence oE the DTP woulil total 14>3 bLlLlon pound«i vith the 
DTP we believe Che; will be under 5.0 billion pounds. Even 
•ccouncinB for the lower support price which would have been In 
effect under Che altecnacive program, we projecc governnenc eoacs 
with the DTP will be acre Chan $t billion lower than they would 
have been had Congress adopted the price cut approach Bought by 
aone. A nore covplece review of the coapartacm between Che DTP 
approach and Che price cue approach is concalned in Atcachaent 

Sed Meat Parchaaee 

Beyond the trenendoua gains in the dairy etcuaclon Chat have 
been aade with the assistance of Che DTP, Che prograa has 
additionally provided subscancial aid to the nation's cattle 
producers, largely through Che foresight of Che subcoaalctee In 
providing for Che purchase of 400 million pounds of red meat by 
the governnenc Co offset additional meat cooing onto the market 
aa a result of the DTP. 

Unfortunately the DTP became a scapegoat for some groups to 
attack when cattle prices dropped somewhat at the beginning of 
the program. These attacks were made despite Che fact that cattle 
prices were simply following their seasonal decline (Attachment 
#2} and were in a fundamentally weak poaltion at Che Clme the DTP 
wenC into effect. Once it became clear chat the negative 
paychological reaction to the Increased cow culling from th« DTP 
wee unwarranted, market prlcea quickly stabilized and have in 
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fact draastically lner«>a«d during the aontha of th« DTP. Staar 
and heifer prices in Har, 1987 vara at thetr highest level since 
1980. I only wish that those who were so quick co attack the DTP 
as responsible for Initial narkac price drops would acknowledge 
Che prograa'a positive inpact on neat prices. 

To date, USDA has purchased 423 Billion pounds oE red seat 
undsr the prograa. Additionally, about 70,000 head of dairy 
cattle, representing the equivalent of about 25 Billion pounds of 
Bttat, have been exported under th> DTP. Ic is laportant to keep 
in Bind that the total dairy cows contracted under the DTP 
represent an estlaated S19.4 Btllton pounds of red seat 
(ActachBent #3). Thus, the red Beat purchase subsidy program 
affectively ceBoves aore than three-fourths of the total seat of 
the DTP anlBsls and has in fact provided a substantial boost to 
red Beat market prices. 

Dairy Situation IMay 

Wiile ue are pleased with Che posiclve results of Che Daley 
TerBlnation ProgroB , there is nonetheless gteac concern oaong 
■any dairy faraers over the possibility of further erosion in 
■ilk support prices as a result of the CCC trigger levels 
•stabllshed In the 1985 fsra bill. Despite the excellent results 
CO data, we are concerned that there Bay be a reducclon In Che 
support price of $.S0 per hundredweight on January I, 1988i which 
would lower the support price to $10.60, If USDA projects CCC 
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purchases In 1988 In excess of five billion pounds alllc 
equivalent. Our proJecCionG indicate thec surplus reaovels will 
be less Chan five billion pounds for 1988, but unfortunately 
there is no objective mechanlsin to deal with the trigger. If 
USDA reduces the support price and renovals cum out to be less 
than five billion pounds for the calendar year, the deparcnent 
Mill simply claliD chat removals were lower because of the price 

As I noted earlier, we question the imposition of an 
arbitrary and static target of five billion pounds milk 
equivalent for dairy program purchases upon a dynaiiic Industry. 
The five billion pound target for Commodity Credit Corporation 
removals tM» initially established In the early 1980s, when 
annual milk production was about 135 billion pounds and 
consumption was about 121 billion pounds. The 12.8 billion 
pounds of milk purchased by USDA under the price support prograti 
in t981 equaled Juat under ten percent of total U.S. milk 

For calendar year 1987, nilk production is likely to total 
142 billion pounds and ue project comnercial use will total about 
139 billion pounds. USDA is likely to purchase about 4.9 billion 
pounds of milk this year, or Just under five billion pounds. The 
key point Is that in a growing induatry, the five billion pound 
milk equivalent target represents a smaller amount of total 
production. Thus, in 1987, USDA ia expected to purchase about 
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3.6 percent of the nation's total nllk production to support Farm 
allk prlcei. 

Itiat la a dramatic reduction In both real and percentage 
Cent, reducing CCC renovals to their lowest levels in nearly a 
decade. But still, dairy fanoers face the very serious prospect 
of i reduction In nllk prices, even Chough It la clear Chat USDA 
will noc have aufficlent stocks of dairy products in CCC 
Inventories to meet its various Congressional nandaces for 
■loiiescic and foreign dairy product obligations. Recently, USDA 
rejected an opportunity Co sell dairy stocks co India, claiming 
tbac no product was available. At presenc, many scace food 
distribution coordinators are voicing concern chac chey will noc 
receive enough dairy products fron USDA during fiscal year 1988 
Co QeeC Chelr local needs under the Temporary Eaergency Food 
Assistance Program <TEFAPJ . Frankly, it is difficult to 
c<^prebend Che posaibllicy of a further reduction in fam milk 
Prices at Che same time USDA Is unable to provide dairy products 
'Of ita prog ram a . 

We do not believe further price cues are needed at the 
P^eaenc time. Because of our concern, ue are exploring poasible 
^*y8 to provide even greater assurance chat CCC removals will be 
^•Idu five billion pounds in 19S8, thereby eliminating che 
poasibilicy of a price cut on January I, 1988. 

One proposal which our members are examining at present is 
the possibility of increasing national milk promotion 
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expenditures to cooniercially market even more milk and get ua 
under the five billion pound trigger and eliminate the authority 
for the potential price cut. He will be conn unt cat trig out vteve 
to the subcommittee on this subject In the coming days as our 
meabers continue their deliberations on the aatter. 

DTP Progtaa Coapllanee Andtc 
He are generally pleased with the findings of USDA's Office 
of Inspector General In its audit of coapliance with the Dairy 
TenilnatlDn FrograM regulaclona. The extensive field audit «nd 
review by OIG found that USDA's Agricultural SCabilizacton and 
Conservation Service generally developed and implemented 
effective procedures and/or controls over the bid and contract 
acceptance process, and cofDplled with the provisions of Che Food 
Security Act of 1985. Additionally, OIG pointed out, in most 
areas trtiere pcograa control problems were pointed out, ASCS cook 
proBpc and positive actions to Issue additional procedures 
addressing Che conditions noted. 

One of Che reasons the program has worked so well is 
because of Che dogged efforts of Che nation's dairy faniers to 
make sure it works. Dairy farmers are paying approximately $700 
■llllon of the program's cost In Che form of assessaencs on all 
■ilk narketed and they are keenly interested in seeing the 
program succeed In reducing nllk produccton and goverraient 
program costs. Ue have been contacted on several occasions by 
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our nenbers ezpreailRg concern about possible progrsn vlolaciona 
In Ch«lc «rea. In vtrcualljr every ca«e we have concacted ASCS 
peraonnel In the Uashlngton office and chey have been reaponslve 
CO our contacts. 

In sumary, Mr. Chalrnan and Members of the subconnlttee, we 
believe the Dairy Teralnatlon Program has worked well co date In 
reducing surplus milk prodacclon and providing sone financial 
assistance co chose dairy farmers who contracced to elliilnate 
chelr production under Che program. 

We are pleased that, to date, Che dairy prograa has worked 
better than pethaps any other commodity program In the 1985 farm 
bill. The dramatic budgetary savings we have achieved in « very 
short period have contributed greatly to reducing the deflciC,> 
especially at a time of rising farm program costs In other 
coHBoditles. 

But we do harbor a great deal of trepidation over the 
possibility of what we consider unwarranted price support 
reductions at a time when milk production and consumption are In 
near balance and the federal government is expected to be short 
of dairy products for its various program uses. We hope we can 
work with this subcommittee In the coming days to address these 
Issues In a manner of fairness and equity to the nation's dairy 

Thank you for this opportunity to present my views here 
today. 1 would be happy to respond co any questions. 

(AttscbmcDCs follov:) 
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Expected Total Pounds of M«at Soldi 519,409.3 
Expcctad Red Heat Progran Purchaaaat 400, 000, C 



Conversion Factors used: 

1 COH Equals 458 Founds of Red Heat 
1 Heifer Equals 225 Pounds of Red Heat 
1 Calf Equals 123 Founds of Red Haat 

SouEcei ASCS, USDA. 

National Hilk Producer* Federation 6/10/ST 
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siatsidit of leuhd 

Testinony from Western Dairymen cooperative. Inc. before the house 
LIVESTOCK, Dairy and Poultry Subcommittee - Pueblo, Colorado - 
September 3, 1987 

tesTERN Dairymen Cooperative Incorporated (WDCI) is the result of 
the recent icrger of Mountain Empire Dairymen's Association (HEDA) of 

COLCHtADO and INTERMDUNTAIN HiLK PRODUCERS ASSOCIATION (IHPA) OF UTAH. 
VOICI IS A COOPERATIVE AS^CIATION REPRESENTING SOME 1500 DAIRY FAIWER 
MEMBERS IN THE STATES OF COLORADO, UTAH, IDAHO, NEVADA, UVOMING, 
NEBRASKA. KANSAS, SOUTH DAKOTA, OREGON AND CALIFORNIA. 

WDCI OWNS AND OPERATES FOUR FLUID MILK PROCESSING PLANTS AND FOUR 
CHEESE MANUFACTURING PLANTS LOCATED THROUGHOUT THE ROCKY MOUNTAIN 
REGION OF THE UNITED STATES. 

Producer-members of WDCI provide 2.t billion pounds of milk 
annually to our principle markets of denver, colorado and salt lake 
City, Utah. 

HEReiNG the tw) cooperatives brings together two drastically 
different marketing philosophies. mountain empire dairymen's 
Association has historically maintained a strict supply management 

PR06RM4 targeting OUTPUT TO THE CLASS I AND II SALES IN THE MARKETS 

they servko. this allowed heda to operate solely as a marketing 
cooperative supplying the raw milk needs of their customers. 

The predecessor cooperatives to intermduntain Milk producers 

ASSOCIATION made THE COMMITMENT LONG AGO TOWARD THE VERTICALLY INTEGRATED 
marketing OF THEIR PRODUCT. IN ADDITION TO SUPPLYING RAW MILK TO THEIR 

customers, impa has maintained both fluid processing and cheese 
manufacturing operations throughout their principle markets. 

This background information is reported to you today to give the 
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SUBCmwiTTEE A BETTER UHDERSTAHDIH6 OF OUR MARKET POSITION AS IT 
RELATES TO SEVERAL KEY CONCERNS CONFRONTING THE NATIONAL DAIRY 
INDUSTRY. THE MARRIAGE OF THESE CONTRASTING MARKETING APPROACHES LENDS 
A GREAT DEAL OF DIVERSITY TO OUR NEW ORGANIZATION. OUR OPERATIONS WILL 
BE IMPACTED EQUALLY BY SUPPLY SIDE PHILOSOPHIES AS WELL AS THE 
PROCESSING OUTLOOK, AS THEY RELATE TO THE SOLUTIONS TO OUR INDUSTRY'S 
SUPPLY-DEMAND IHBAUNCES. 

THROUGHOUT THE COURSE OF OUR TESTIMONY BEFORE THE SUBCOMMITTEE OUR 
THREE OBJECTIVES IN PRESCRIBING ALTERNATIVE PROGRAMS OR PROGRAM 
MECHANICS are: 

1) To MAINTAIN AN ADEQUATE SUPPLY OF WHOLESOME DAIRY PRODUCTS TO 
CONSUMERS AT REASONABLE PRICES. 

2) To MAINTAIN DAIRY FARMER RETURNS AT A LEVEL CONSISTENT WITH 
THE COST INCURRED IN THE PRODUCTION OF FLUID MILK.. 

3) To MINIMIZE THE COST TO THE FEDERAL GOVERNMENT AND TAXPAYERS 
OF THE DAIRY SUPPORT PROGRAM. 

SUPPLY MANAGEMENT 

The PRODUCTION AREAS OF THE I NTERHOUHTA I N REGION ARE ISOLATED IN 
POCKETS BETWEEN MOUNTAIN RANGES. THE THREE BASIC MARKETS FOR FLUID 
MILK ARE THE METROPOLITAN AREAS OF DENVER. SALT LAKE CITY, AND LAS 
VEGAS. CONSEQUENTLY, THERE IS CONSIDERABLE EXPENSE INVOLVED IN THE 
ASSEMBLY OF MILK AND ITS DELIVERY TO A FLUID MARKET OR THE REMOVAL OF 
SURPLUS MILK TO A DISTANT MANUFACTURING OUTLET. 

BECAUSE OF THIS FACT, THE COOOPERATIVES IN THE INTERNOUNTAIN AREA 
HAVE UTILIZED A BASE OR flUOTA SYSTEM AS A MEANS FOR MAINTAINING A 
MARKET BALANCE. THE EFFECTIVENESS OF THIS TYPE OF SUPPLY MANAGEMENT 
DEPENDS ON THE DEGREE OF PARTICIPATION BY ALL PRODUCERS WITHIN THE 
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market. however. it has worked and addressed the need for 
production/consumption balance. 

Dairy farmers understand that with the ability to produce more 

THAN OUR domestic MARKET NEEDS, YOU CAMHOT EXPECT TO ALLOW UNLIMITED 
PRODUCTION AND CONTINUE TO RECEIVE PROFIT GENERATING PRICES. THE TWO 
DO NOT 60 TOGETHER, CONSEBUENTLY SOME TYPE OF SUPPLY MANAGEMENT 
PROGRAM MUST BE CONSIDERED AS A MEANS TO PROVIDE AH ONGOING MARKET 
BALANCE WITHIN THE INDUSTRY. 

As YOU KHOW^ SUPPLY MANAGEMENT IS A VERY BROAD TERM THAT EMBRACES 

hany forms. diversion^ whole herd buyout. two-tier pricing. target 
price with deficiency payments. quotas and bases or any combinations of ' 
these can be considered supply management. 

Dairy farmers over the years have worked diligently to develop 

PROGRAMS that ATTEMPT TO RESPONSIBLY ADDRESS OVER SUPPLY IN A MANNER 

that both consumers and farmers can live with. as the industry moves 
beyond the production restraints of the 85 farm bill, alternative 
programs must be developed to insure some degree of balance between our 
productive capacity and the demand for milk and dairy products. 

Dairy farmers must have a long term program that will guarantee 
that all producers will share equally in their responsibility for 

reducing production in times of SURPLUS. IT IS IMPORTANT THAT T»€ 

Secretary of agriculture would have mandated rather than discretionary 
standby authority for the implementation of a supply management scheme 
in any year that surplus milk production is forecasted to exceed 
government needs. this would involve the assignment of a market share 
to producers computed from a marketing history over a specified period 
of years. in times of surplus, production in excess of their market 
allocation would be priced at a much lower level. this return for 
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SURPLUS COULD BE LINKED TO A WORLD PRICE OR SOME OTHER HARKET CLEARING 
FORnULA , 

Inclusive in this concept would be the continuance of the dairy 
price support program. 

The price support program has served the dairy industry and 
consumers well as a means for product removal from surplus supplies or 
product availability fob market needs or government programs. over the 
years it has effectively taken the sharp peaks and valleys out of milk 
prices and has provided considerable stability to the industry and 
consumers. it has net the original designated purpose of providing an 
adequate supply of milk for consumers at a reasonable price. 

The support program with ccc product purchase authority should be 

CONTINUED to MEET THE NEEDS OF GOVERNMENT SPONSORED PROGRAMS AND 

obligation and help maintain the needed market stability. support 
prices should be tied to a pricing index that reflects more accurately 
the costs related to milk production, as opposed to the current formula 
used to calculate parity. 

Dairy pricing Index 
National Hilk Producers federation (NMPF) has developed a dairy 
pricing index that is a more realistic reflection of variable 

influences AFFECTING DAIRY FARMERS COSTS TODAY, AS WELL AS THE ECONOMIC 

climate that consumers are experiencing. me support the use of this 
dairy pricing index in lieu of the outdated parity index to adjust the 
dairy support level. 

Dairy farming today is much different than in the 1910-11 period 
in which the parity index is based. attempting to measure in a meaninsful 
may the changes in prices received for milk and prices paid by dairy 
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FARMERS IN COMPARISON TO 70 YEARS AGO IS NEARLY IMPOSSIBLE. 

The NMPF PROPOSAL ESTABLISHES A NEW DAIRY PRICING INDEX WHICH 
RELATES THE COSTS DAIRY FARMERS FACE TODAY WITH THOSE IH THE THREE YEAR 
PERIOD FROM 1976-78, A TIME OF FAIR BALANCE BETWEEN MILK SUPPLIES AND 
DEMAND. 

The DAIRY INDEX IS DESIGNED TO INCLUDE A SUPPLY-DEMAND ADJUSTER 

to recognize that factors in the dairy pricing index are based on 
market conditions in a historical period and may not reflect current 
or future market conditions. the adjuster acts as a fine-tuning 
mechanism to the index. scheduled price increases and decreases may be 
triggered depending oh the estimated level of ccc purchases. 

Under this proposal, the basic provisions of the current dairy 
product purchase program would not be altered. ccc would continue to 
offer to purchase dairy products at a set purchase price as a market 
clearing function of the dairy price support program, 
technology 

over the last thekv/ years, significant increases in milk 
production have been achieved through rigorous genetic selection and 
breeding practices accompanied by ongoing twrovements in feeding and 
management techniques. a reasonable projection of current trends would 
have suggested a 1.5-3.0 percent annual increase in milk production on 
a per cow basis over the hext several years. however, if the use of 
bovine somatotropin is approved and accepted by dairymen and consumers, 
future patterns of production will likely change dramatically. 

embryo transfer technisues will continue to enhance genetic gains 
in the years to come. increased output from this advancement has 
increased per cow output in some animals by up to sox, far more than 
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WHAT THE POTENTIAL OF BST MIGHT BE. IN ADDITION, IT MAY BE MORE 
ACCEPTABLE IN TERMS OF CONSUMER PERCEPTANCE; OR IS IT? 

THE POSSIBILITY OF SUBSTANTIALLY INCREASING PRODUCTION PER COW 
THROUGH GENETIC IMPROVEMENT ALONE MUST LEAD TO REDUCTIONS IN THE 
NATIONAL DAIRY HERD. FURTHERMORE, THE INCREASED EFFICIENCY OF 
FEED CONVERSION IN TODAY'S ANIMALS, AND THOSE WE ARE BUILDING FOR 
TOMORROW, ARE RE0UIRIN6 FEWER AND FEWER CROP ACRES DEVOTED TO DAIRY 
FEED. 

these areas are but a few of the influences on milk production 
that will continue to strain the dairy price support program. concern 
for the direction of the family farm will continue to motivate our 
thoughts as to what should be included in future farm programs. 
However, gentlemen, we must face the facts that the family farm 
structure, if it is to survive, will be larger and more efficient. 
Higher land prices, higher costs for labor, equipment and other capital 
reouirements will force the least efficient dairy farmers out of 
BUSINESS. This is true of both the family or corporate farmer. 

For this primary reason, western Dairymen Cooperative 
Incorporated supports the continuing development of advancing 
technology not from the standpoint of the productive gains that 
technology will afford dairy farmers, but from the standpoint 
of reducing our cost of production levels. reduced production costs on 
the farm will enable us to more effectively compete against the 
increased economic pressures of our economy and the world market, 

Since the effect of developing technology could magnify the 

ECONOMIC impacts ON THE DAIRY PRICE SUPPORT PROGRAM. PRIOR INDUSTRY 
REVIEW AND ACCEPTANCE SHOULD BE SOUGHT. THIS WOULD ASSURE THAT PROPER 
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RESEARCH HAS BEEN COMPLETED AKD THAT THE ADOPTION OF SUCH TECHKOLOGIES 
WOULD NOT JEOPARDIZE THE SAFE, WHOLESOME REPUTATION OF DAIRY PRODUCTS 
WITH THE CONSUMERS. 

- January 1988 PRICE Support determination - 
The dairy portion of the 1985 Farm Bill resulted in a creative 
and controversial program for the nation's dairy farmers - the dairy 
Termination Program. Creative, in the sense that never before had any 

SUPPLY side program ADDRESSED OVER PRODUCTIVITY IN SUCH A DIRECT 

MANNER. Controversial, in that the program mas met with great 

OPPOSITION FROM other SEGMENTS OF THE AGRICULTURAL COMMUNITY. 

nonetheless, the termination program was extremely successful in 
reducing milk production, in addition to our productive capacity in 
terms of the number of dairy animals and their future offspring that 
were eliminated from the national dairy herd. 

Purchases of surplus dairy products by the commodity credit 
corporation today are virtually non-existent and are projected by usda 
to be below the infamous 5 billion pound level for the 1987 calendar 

YEAR, In addition, CCC STOCKS OF SURPLUS BUTTER, NON-FAT DRY MILK AND 
CHEESE ARE PREDICTED TO BE NEARLY EXHAUSTED AT THE CONCLUSION OF THIS 
FISCAL YEAR. THE OFTEN TIMES OVER-STATED COST OF THE DAIRY PRICE 
SUPPORT PROGRAM HAS BEEN HALVED AS A RESULT OF THE DAIRY TERMINATION 
PROGRAM AND STRONG COMMERCIAL SALES. FOR THE UPCOMING YEAR, THE 
DEPARTMENT IS PROJECTING A 2X INCREASE IN THE COMMERCIAL USE OF MILK 
AND DAIRY PRODUCTS AS CONSUMERS ARE BECOMING INCREASINGLY MORE AWARE OF 
THE NUTRITIONAL BENEFITS AND FOOD VALUE COMING FROM DAIRY PRODUCTS. 

As YOU KNOW, THE DAIRY TERMINATION PROGRAM WAS ONLY A SMALL 
PORTION OF THE TOTAL FARM BILL DEALING WITH DAIRY ISSUES. PRICE 
SUPPORT EVALUATIONS ARE SCHEDULED FOR JANUARY 1 OF 1988 THROUGH 1990. 

7 
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If on these three occasiohSj the Secretary's estimates of CCC purchases 
of surplus dairy products fall in excess of 5 billion pounds for the 
comins year, he has authority to decrease the support price by hot more 
than 50 cents/cwt. similar authority exists to increase the support 
price if purchases are estimated to be below 2.5 billion pounds. 

We RESPECTFULLY SUBMIT TO YOU TODAY THAT THE FIVE BILLION POUND 
FIGURES USED AND RECOGNIZED BY THE INDUSTRY TO BE THE NEEDS OF 
GOVERNMENT PROGRAMS, IS GROSSLY UNDERSTATED. THE TRUE NEEDS OF 
GOVERNMENT PROGRAMS SHOULD BE IDENTIFIED AND MADE COMMON KNOWLEDGE SO 
THAT THE INDUSTRY'S EFFORTS TO TAPER ITS SUPPLY TO THE DEMAND FDR DAIRY 
PRODUCTS DO NOT GO UNNOTICED. THE NATION'S DAIRY FARMERS SHOULD NOT BE 
SUBJECTED TO THE POLITICAL MANIPULATION OF THIS FIGURE WHERE THEIR 
INCOMES, AND OFTEN TIMES THEIR FUTURES, ARE CONCERNED. 

USDA, SPECIFICALLY CHARLIE SHAW. HAS BEEN QUOTED AS REPORTING 
THAT THE GOVERMENT REQUIRES APPROXIMATELY 3.5 BILLION POUNDS OF DAIRY 
PRODUCTS ANNUALLY FOR VARIOUS PROGRAMS EXCLUDING TEFAP NEEDS. IF THIS 
IS THE CASE. THE NATION'S DAIRY FARMERS ARE BEING ASKED TO GEAR THEIR 
OUTPUT TO WITHIN 1.5 BILLION POUNDS OF THE GOVERNMENT'S REQUIREMENTS. 

This represents only about l% of the total U.S. milk production. 

On many occasions in the past and throughout the REMAINING TERM 

of the '85 Farm Bill, price support reductions have been tied to our 

PRODUCTIVE capacity AS IT RELATES TO THE VOLUME OF CCC PURCHASES OF 
KJRPLUS PRODUCTS. WE SUGGEST TO YOU TODAY THAT THE JANUARY 1988 PRICE 
SUPPORT DETERMINATION SHOULD NOT BE ADJUSTED FROM THE Sll.lO PER CVTT. 
LEVEL THAT WILL BE THE RESULT AFTER THE OCTOBER 1ST MANDATED PRICE 
REDUCTION. SUPPLY AND DEMAND ON A NATIONAL BASIS ARE HOW IN BAUNCE, 
IN FACT THERE ARE ACTUALLY REGIONAL SHORTAGES OF PRODUCT AT PRESENT. 
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As WE APPROACH THE FALL AND WINTER MONTHS AHEAD. THESE SHORTAGES WILL 
BE ACCENTED BY REDUCED PRODUCTION AND A SEASONAL INCREASE IN COIWERCIAL 
CONSUMPTION. A PRICE SUPPORT REDUCTION WOULD BE EXTREMELY DISRUPTIVE 
TO THE INDUSTRY AND CONSUMERS ALIKE. AS SHORTAGES OF PRODUCT AND 
INCREASING RETAIL PRICES WOULD BE THE RESULT. SUCH A DECISION WOULD 
RUN AGAINST THE GRAIN OF THE PRICE SUPPORT PROGRAM'S INTENT TO miNTAIH 
AN ADEQUATE SUPPLY OF MILK FOR THIS NATION'S CONSUMERS AT REASONABLE 
PRICES, 

The HISTORY OF PRICE SUPPORT REDUCTIONS HAS BEEN THAT MILK OUTPUT 

is not reduced (see exhibit). the fact is that fewer dairy farmers are 
usually the result. not less milk. surviving milk producers increase 
production to maintain cash flow. cows from dairy farmers not able to 
survive the price reduction find their way into those operations that 
cam weather the storm. the only alternatives that have been at all 
successful in reducing milk production and programs costs have been 
supply management programs such as the hilk diversion program and the 
dairy termination program, a reduction in the support price to 
$10.6d/cwt. could create production increases that will conflict with 
department estimates of reduced government purchases. we encourage 
legislators to look to means other than reduced price as a lever in 
controling milk production. 

Dairy Trade Issues 

The URUGUAY ROUND OF MULTILATERAL TRADE NEGOTIATIONS UNDER THE 
GATT IS CAUSING CONCERN AMONG DAIRY FARMERS DUE TO THE EXPERIENCES THAT 
WERE THE RESULT OF THE LAST ROUND OF SUCH TALKS. DAIRY FARMERS BORE 
THE BRUNT OF THE AGRICULTURAL CONCESSIONS THAT WERE REACHED IN THE 
PREVIOUS TRADE AGREEMENT, AND APPEAR DESTINED FOR THE SAME EFFECT AS 
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THE ADM IH I STRATI OH SIGNALS ITS IKTENTIOHS FOR CURREHT AND FUTURE 
ROUNDS , 

The domest i c da i ry i ndustry program that i s affected by 
international trade negotiations is the section 22 dairy import quota 
program. section 22 of the agricultural adjustment act of 1933 allows 
certain restrictions to be imposed on the importation of products that 
materially interfere with the operation of any domestic agricultural 
PROGRAM. Import quotas are applied to most dairy products under the 

AUTHORITY OF SECTION 22 BECAUSE UNLIMITED IMPORTS OF SUCH PRODUCTS 
WOULD SOON DESTROY THE DAIRY INDUSTRY AND THE DAIRY PRICE SUPPORT 
PROGRAM, WHICH IS A FUNDAMENTAL COMPONENT OF PUBLIC FOOD POLICY. 

In KEEPING WITH PAST TRADE TALKS, OUR FOREIGN COUNTERPARTS ARE 
TARGETING THE SECTION 22 IMPORT QUOTAS AS UNFAIR EVEN THOUGH NEARLY ALL 
OUR TRADING PARTNERS OPERATE SIMILAR PROGRAMS OF THEIR OWN WHICH IN 
MOST CASES ARE EVEN MORE RESTRICTIVE THAN THOSE AUTHORIZED UNDER 
SEaiON 22. NEVERTHELESS, DURING THE TOKYO ROUND OF NEGOTIATIONS, THE 
U,S, AGREED TO EXPAND ITS DAIRY IMPORT QUOTAS. TOTAL ALLOWABLE IMPORTS 
WERE INCREASED BY MORE THAN 91X. IN EXCHANGE, THE U.S. RECEIVED TARIFF 
CONCESSIONS ON NON-DAIRY COMMODITIES. 

EACH ADDITIONAL 1000 METRIC TONS BY WHICH SECTION 22 CHEESE 
QUOTAS ARE INCREASED HAS THE EFFECT OF DISPLACING THE MILK PRODUCTION 
OF 36 AVERAGED SIZED DAIRY FARMERS FROM DOMESTIC COMMERCIAL MARKETS AND 
ADDS »2.8 MILLION DOLLARS ANNUALLY TO THE PUBLIC COST OF THE DAIRY 
PRICE SUPPORT PROGRAM BASED ON 1986 PRICES. TRANSLATED, THE TOKYO 
ROUND OF CHEESE QUOTA INCREASES DISPLACED THE MARKETS OF OVER 1900 
DAIRY FARMERS AT A COST TO TAXPAYERS OF $150 MILLION DOLLARS. 

TRADE ISSUES SUCH AS SECTION 22 IMPORT QUOTAS MUST BE CONSIDERED 
EQUALLY WITH DOMESTIC SUPPLY PROGRAMS BY THE COMMISSION WHEN 

10 
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EVALUATING THE CURRENT DAIRY PRICE SUPPORT PROGRAM. ASKING OUR 

HATIOM'S DAIRY FARMERS TO WALLOW IN MILK PRICES BELOW THE COST OF 

PRODUCTION WHILE IMPORT QUOTAS ARE NEGOTIATED FURTHER UPWARDS^ HELPS 

NEITHER THE CONSUMER NOR THE DAIRY FARMER. 

CASEIN Imports 
There has been a consistent failure to enforce long standing 

POLICY IN recent YEARS REGARDING CASEIN im>ORTS DESPITE EVIDENCE 

supplied in several investigations and studies. the international 
Trade Commission and USDA have completed studies that provide detailed 
evidence that the importation of casein is causing significant amd 

steadily increasing INTERFERENCE WITH THE DAIRY PRICE SUPPORT PROGRAM. 

USDA HAS ESTIMATED THAT GOVERNMENT COSTS OF THE DAIRY PRICE 
SUPPORT PROGRAM WOULD HAVE BEEN $G00 MILLION DOLLARS LOWER IN 1985 IF 
NO CASEIN HAD BEEN IMPORTED INTO THE UNITED STATES. 

CASEIN IS IMPORTED INTO THE UNITED STATES PRIMARILY FROM NEW 

Zealand and EC countr i es . These case i n export i ng cduntr i es have 
developed casein industries in recent years as extensions of their 

DOMESTIC agricultural POLICIES, TAKING ADVANTAGE OF THE UNITED STATES 
UHIOUE POSITION AMONG MAJOR COUNTRIES OF IMPOSING NO BARRIERS TO THE 
IMPORTATION OF CASEIN. 

SUBSIDY LEVELS WITHIN THE EC ARE DESIGKED TO ALLOW CASEIN 
PROCESSORS TO REALIZE THE SAME RETURNS FROM CASEIN MANUFACTURE AND 
SUBSEQUENT EXPORT SALE AT WORLD PRICES AS COULD BE REALIZED FROM 
MANUFACTURING THE SAME SKIM MILK INTO NFSH AND SELLING IT DOMESTICALLY 
AT EC SUPPORTED PRICES. IN 1985. THE CASEIN PROCESSING SUBSIDY WAS 
SUFFICIENT TO ALLOW THE EXPORT OF CASEIN, FROM WHICH PROCESSORS 
REALIZED AT LEAST THE EOUIVALENT OF SI. 70 PER POUND, AT THE WORLD PRICE 
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of about .91 cents per pound. 

Casein imports, upon which there are ho domestic restrictions^ 
and of which much is imported into the u.s. only with the help of 

substantial SUBSIDIES FROM FOREIGN GOVERNMENTS. ARE STEADILY INCREASING 

the costs of the dairy price support program and increasingly 
ihterferihg with the program without any concern by our government. 

heat-cheese pizza 
Current usDA policy permits frozen heat pizza manufacturers to 
substitute up to 90 percent imitation cheese for the real cheese in 
these products. the only labeling requirement needed to inform 
consumers of this practice is the small print of the ingredient list, 
when consumers purchase frozen pizza, packaging material leads them to 
believe that they are purchasing a product containing real dairy 
CHEESE, Surveys have proven that the majority of consumers expect real 

CHEESE TO BE ON ANY PIZZA PRODUCT THEY PURCHASE. GOVERNMENT LABELING 
REQUIREMENTS. OR THE LACK OF. ARE DECEIVING CONSUMERS WHO PURCHASE 
FROZEN PIZZA. 

FURTHERMORE, WHEN PIZZA PACKAGING INCLUDES THE WORD IMITATION OR 
SUBSTITUTE PRIOR TO THE WORD CHEESE ON FROZEN MEAT PIZZA LABELS, 
CONSUMERS CLEARLY CHOOSE ANOTHER ALTERNATIVE EVEN THOUGH IT MAY NOT BE 
LABELED AS BEING MADE FROM REAL CHEESE. 

In 1978. THE DAIRY INDUSTRY HAD PETITIONED THE FEDERAL GOVERNFCNT 
TO REQUIRE MORE PROMINENT LABELING OF CHEESE SUBSTITUTES OR IMITATION 
CHEESE IN FOOD PRODUCTS SO THAT CONSUMERS COULD TELL WHETHER A MEAT 
PIZZA PRODUCT WAS MADE WITH REAL CHEESE. IN EVALUATING THE INDUSTRY 
REQUEST, USDA ITSELF DETERMINED THAT BECAUSE CHEESE IS A MAJOR 
CHARACTERIZING INGREDIENT IN PIZZA, A CERTAIN MINIMUM CHEESE CONTENT 
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SHOULD BE ASSURED. USDA SO CONCLUDED THAT A MINIMUM REAL CHEESE 
REQUIREMENT OF 501 SHOULD BE ENFORCED, 

In 1983. USDA PROPOSED TO AMEND THE HEAT P122A REGULATIONS BY 

reouirikg a declaration on the principle display panel when 
imitation/substitute cheese was used. the proposal sat on the 
secretary's desk fdr four years and has only recently been withdrawn by 
the department, usda concluded that the comments in opposition to the 
proposed rule changes were persuasive and that the hew requirements 
were not necessary, 

What was overlooked is that major opponents of the proposal 
commissioned a consumer study that states clearly in its overview and 1 
audte. "...usoa labeling requirements, if adopted. would exert a 
negative impact on sales of frozen pizza made with hozzarella cheese 
substitute or imitation mozzarella cheese." the study further states, 
and i quote that, "plzza packages bearing this type of label 
( imitation/substitute! were rejected by more respondents than was a 
package bearing no prominent name-qualifier label. packages bearing a 
1001 real name qualifier are favored by consumers." 

these statements from the major opponents own study clearly 
display consumers preference to real cheese on frozen pizza, in addition 
to the fact that they are purchasing frozen pizza with the 
understanding that it does contain real dairy cheese. this issue must 
be clarified and corrected. 

HR 3232, Truth in labeling legislation has been introduced and to 

DATE SOME 69 COSPONSORS HAVE SIGNED ON IN SUPPORT OF THE MEASURE. 
STRONG BIPARTISAN SUPPORT OF THE BILL HAS COME FROM BOTH RURAL AND 
URBAN LEGISLATORS. CONGRESSMEN STENHOLM AND CAMPBELL ARE TO BE 
COMMENDED IN THEIR BACKING OF THIS MOST CRUCIAL LEGISLATION AS IT 

13 
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impacts both the consumer and the dairy farmer. 

Federal Orders 
The autboritv for orderly marketing of agricultural products 
through federal orders was established by congress in the agricultural 
Marketing agreement Act of 1937. authority was given to USDA to 
establish and administer these market orders and provide a means to 
make the necessary amendments as the market changes might dictate. in 
general, this process has worked well throughout the history of milk 
marketing orders. i ah concerned, however, with the ability of 
marketing orders to meet the current market needs of dairy farmers as 
they become more of a political football with decisions being made 
based upon the political wishes of an administration rather than the 
facts presented in a hearing. it concerns me when market changes 
dictate amendments or consolidation of orders and it takes more than 
two years to get a recommended decision. it also concerns me when 
politics prevent the usda from holding hearings on class i differential 
adjust14ents and marketxide service payments, therefore requiring 
congress to get involved in what should be handled administratively. 
it concerns fc even more when congressional mandate is ignored and usda 
refuses to implement harketwide service payments when it is requested 
by a market. 1 believe in the federal order system and feel that it 
has significantly benefited dairy farmers, i only hope that we can 
maintain a program that is responsive to market needs on a timely 

BASIS. 

Dairy farmers in the intermountain region of the United States 
are committed to meeting the consumers needs for milk at the most 
economical price possible. they will not, however. be able to meet 

11 
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THOSE HEEDS TF A NATIONAL DAIRY POLICY DOES NOT ADDRESS THE NEEDS OF 
PROVIDING ADEQUATE RETURNS FOR THEIR INVESTMENT IN THE INDUSTRY. THE 
EVALUATION BY THIS SUBCOHHITTEE OF THE CONCERNS OF THE INDUSTRY IS 
IMPORTANT TO THE DEVELOPMENT OF SOUND FUTURE DAIRY POLICY. THANK YOU. 



MILK PPDDUCTION. PCT. CHANGE FROM PRIOR YEAR 
HQNTHY, UNITED STATES. 1975-1967 ^ 
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Kr. Chairaan, thank you for allowing tha Colorado Cattlaman's Jissooiatlon 
to partiolpat* In this Inportant hairing this norning. My nsma is Harold lodar, 
and I an President of the Colorado Csttlanan's Association. I an a rancher 
rron Xirvil, Colorado and have been actively Involved in the Colorado 

ndustrjr since 19611. The Colorado Cattlenen's Aaaoclatlon was founded 
and presently represents in exseas of 2,700 eow/oalf operators 
tatt of Colorado. I an pleased to address this subconnlttaa on 
1985 Farm Bill and its effeot on the doiiestlo livestock industry in 



Dur areas of the Agrloulture, Food, Trade and Conservation Act 
oh I Hould like to addresa. Those are: the Dairy Terainatioo 
e Beef FrODOtlon and Reaearch Act, Production Control and AG 



ie DA I HI TEIIHIIIATIOH PHQCMAH. It renalns no saorat that the 
ary Taralnatlon Program dealt tha U.S. cattle industry a savara blow. 
e aarket supply was drastically increased over a relatively short period 
tlBe, driving prices doun. I would like to point out however, that 
nan abided by the program and toughed it out. The inportant aspect 
i tine Is that, acoordlng to the 1985 Farm Bill, tha Dairy Teralnation 
Program is over! Our association has reeeived some information within tha 
lours that tha dairy Industry Is moving in such a direction that 

Ten both should be cut back. 
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The (l»Iry Industry Is In the prooeaa of Inoreaatng their proBOtlonsl 
aasaaasiient bj .05 to .10 per hundred xelaht. They oontend that auch 
an Increase tn their dairy pronation prograa would Inoeaae nllk oonsunptlon 
by 8 - 900 Btlllon pounds according to their sstlnates. This 8 - 900 
■tlllon pounds of nllk uould then be subtracted fron the 5 billion pound 
Itnit stated tn the Fsrn Bill, thus keeping then below this ceiling. Such 
aotlon would enable dsirynan to prevent a .50 per hundred Height cut 
In their support price. 



srglng Tor their pronotlon 
ohsrg* for their product 



f TarBlnation Progra 



isuaptlon. Such 

, it would enccuragf 

I tine when they 






dairymen to 
lid b« liquidating. 
:h uill necesslata 
ilally thin them 



I sr* not about to agre* a 
I sinply too weak to susta 



jrsclvts, 

a repeat or such a progrso. The eattle n 
a blow like that again. 
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I would next Ilka to addn 
afreet that this pragran I 
industry. The Colorado Cal 

that the progran baa gone 
In Hay of 19S6. Colleotior 
been vary suoeasaful with 



BEEF PROHOIIOII AMP HESEJ RCH ACT and the 
thuB far, on the Colorado llvaatoeic 

iiien 'a Asaooiatlon aupporti the Act that 
lad aharge for animals aold. W* fetl 
lODthly In Colorado since Its Inception 
igb the Colorado Stat* Brand Board have 

latlvely feu ranchars objecting. 



With rei 
Conmltti 

no latar 
to the n 



) the Beef Proaot 



eareb Board and Beef Operating 



feeling of the Colorado Cattlenen'B Assf 
1 fairly and equitably, and that every at 
itlon given Ita size and capacity of catt 
IB la waiting for the final referendum wt 

1988. He feel that tht 24 nonth trial pi 
I an adequate tine for Colorado ranohers 
1 for theaselves ita asseta and liability 



The Colorado Cattlen 
progran ao fari and 
this la an Act for o 



s Association believes t 
the future, la due prlna 
leuen, run by cattlenen 



suooesa of this 
the faot that 
i tared by eattlao 
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n ubtch hai 
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srdar to provlda fair conpatltlon, 
i Ilka to go on racord as supporting 



r paynant In kind, 
r othar asarganey 
Ne Colorado Cattleaan 



Assootatlon 



n. In tha praoanoa of drought or othar 
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To concludi 



Haying and Gra 
lot equally ir it i 



19B5 Farm Bill 



CREDIT 



dlreat ill 
(11 itatas 



would like to addras 



tie LeElslatlon segmgnt of 

at has been created for our banks la very unni 
aethod of tracking buyers and notifying oredK 
le backlog of useleas paperwork our banka are 



In sumnary, tba 19B5 Farn Bill ht 

has enabled tha Colorado rancher 

muoh interuptlon. Apart froa the Dairy Teroinatlon Program, the Bill h 

not Interfarred with the the operations of our nanbera and should be 

nalntalned the way It was established, 2 years a|0. 
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itle va rt 

9 argantzatli 
Lstorted prli 
irlcltura, tl 



reels that such progri 
and ultlBstely put eai 
unfair sdviDtsg*. To 
t la our current polii 
1 auoh tine aa thia oan be aohlavad, 
govarnnent, orfarlng our Teedbaek am 
k with other ag groups to batter Tae: 



al of the Colorado Cattlemen's Itaaoaistlon 
rtoulture subaldy pro|raas la soon aa possible, 
inposalble to abolish such prograns Inmedtstely, 
IS serve only to arclflcally nalntaln 
e ranohers, and the uhole of 
■asaoolate ourselves froB the 
and renains our ulttnate goal. 
we Hill oontlnue to work with 
voicing our opinion, and to 



solut 






( you for the opportunity t 
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Robert E. Bledsoe, Pri 



Coloredo Cattle Fcedi 



Colorado Cattl* Faadar* 

you tor this opportunity to 
ference to the 1985 Farm Bill. Hy 
nt of the Colorado Cattl* 



Hr. Chalrnian, on behalf of th< 
Aaaoclatlon, I would like to than) 
tastify before your comilttee in i 
n*ma ia Robert E. Bledsoe, I an Fri 
Feeders Association and partner of Bledsoe Cattle Company in Hray. 
Colorado. Hy father and I own and operate a 5,000 head capacity 
feedlot as Hell as farm T.OOO acres of irrigated farm land. 375 *C[i 

and South Dakota, vith our headquarters in Yuaa County. Colorado. 



I Association fully supports the National Cattleman's 
itlon's position of opposina haying and arazing of these acres. 
jsilion is the correct national policy. As He discovered this 
; crop year. Hhen a policy of this nagnituda ia allowed to bs 
directed on a state by state basis, some states may be put in a very 
distinct economic dis advantage in comparison to neighboring states. 



As I an sure that you are aware. Colorado Is one of only f 
(4) states In the nation that is not allowing the mechanical 
harvesting of conaervation uae acres. This la no longer an iss 
whether or not haying and graiing should ba allowad, but is an 
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of aquity anong all statei. The cattle feeding induatr; in Colorado 
Is ttia fourth larqemt industry in tha *tat*. Tha cattle faadlnn 
Induatry !■ vary conpatitlvc from faa<31ot to faadlot. Tha differing 
coat of tha "gain" put on each head of cattle can mean the difference 
baCwavn net loss or profit, or a feedina eustoner returnina to a 
conunercial faadlot year to year. Uhen one feedlot is given an 
econo:nic advantaoe over another, due only Co which side of a state 
Una their operation ia on, an obvious injustice has occurred. A 
national policy ii tha only equitable correction for this 



to authorize additional loan 
19BT crop St high moisture c 



I for eligible producers of 



Kl«h moil 
through I 



:n harvest in Colorado 
producers Kho dispose 



:le on feed, should 



■ high moisture grain 
1 feedlot". Feedlots Hho own 10Q% of 
fast resolution of this potential 



Tarmlnatlon Prog 
Hay It occurred 
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Tin 



b«el 



that I 



The diBi 



, ntrketlng finlih 



a flrat fan aocths 



ry product [ 
cle industry. 



The dairy producer ia a najor part of t 

dy again. Currently, there is a large dairy surplus, 
bs reducad. Ha uould hopa that any progran aimed « 
surplus is locusad on the bast industry as a Hbola. 
ducer doea not need incentives to produce additional 
tlficial neans to reduce the current forisulation for 
figuring the level of nilli surplus would encourage nore pioductior 
and would eventually hamt the beef cattle narket place. 



luld I 



1 ny 



: to the Beet Pronotii 
Feedera Asioclation i 

.ed the collect: 

ircb into t 

Donth trial 



□le 



1 Che U.S. ram Bill of 1385 in 
isearch Act, which the Colorado 



lide whether 
Industry, and if I 
b«lp program and 1 



•f funds to be used for beef f 
irketlng of beef and beef products 
period, the producer Hill have t 
not the progran has been a benefit t 
program should continue. This has 1: 
iny money. 



opportunity 
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Lastly, I would like 



9 address the issue of ths SSO.C 



tter individual or faraino entity set by the 198S Fi 
I'lnit bas inadvertantly discriainated aaainst the i 
farni operacion. Most lell supporting farns achl*vi 



im Bill. Tbl« 
leononlcally sized 

I this limit in a 



ihort amount of Cine, creating an unequal bias toward tha small and 
n many cases part-tini farming operationa . The afleot of this 
lituation needs to be conaiderad. Removal ol the $50,000 limit hIII 
iring a vast najority of the land Into compliance, thus [educing tha 
lotal program expandlturaa bacauae tha iDcreased compliance Hould 
educe acerage, thereby raising connodity prices. There should be 
lo limit sat for oparatora vho receive over 2/3 ol their income from 



In sunnary Mr. Cbairnan, 
feels the 1985 Farm Bill as a 
positive affacti on the agrici 
Colorado. As with any act of 
He urge that this farm bill ni 

refinements to this bill. The 
on any government supports 
Association hopes that the 
self supporting and free of goi 



B Colorado Cattle Feeders Association 
Die has had, and continues to have 
lire industry in the state of 
ii magnitude, problems have arisen, 
be reopened at tbls time, but alloHad 
courage sona minor modification and 
attic feeding induatry doea not rely 
bsldies. The Colorado Cattle Feeders 
s agriculture induatry may bacons 



Mr. Chairman. I again thank you a 
> address this hearing. 



1 your committee for the time 



D,g,tza:Jb.GOOg[e 



'doped a successful 



t Hss once providing full cine enployiDent foe four fsmillee. 

None of us present today, unless you are about 60 or note, ca' 
resslon of the 1930's. Honevec, what xe aie experiencing today 

e future. 

scion debated by Congress snd rural Aneilcans la, are oe 
cycle yetT Have land prices stabilliedT Have coBBOdlcy p 
urve CO higher levels? Sou sectors, such as livestock, h 



nCage of ell p 
together; but ■ 



to be urung out of the agrlcultur 



slved Kith two far 
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can Mb (Im taitr codajr'* (oveinaint pirsfnts' proiram be 
bav* Ibom ■ prallc. To do thia the fan Credit Syatea hai 
one ullllaii dollars at debt on theae tvo caaes. 

Tba Fan Ciedlc S»»>. Faners Hone Adalniattacloo ai 
have untold bllllona of boch parfonlng and noa-parfonilng 

on the U.S. ecDiiDiny? Uhal kinds of policy needs to be develoi 
the long and abort term laaueB Involved? 

aanral nontba. My par.on.l debt r.Mlnlng can be ca«pUt.ly 
Bt.y «Ith >y pUn. My op.catlon. at 









e the raalficatlons of thli and 









leal natlona 
If cbaaa tv 
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I to stay In produeclon igilcuKiu* Buat pay onzlttti eipcoaa*, principal 
by tha ganaratleo of mh dollara. la our lutloa any dlffaranc. Congrais 
Joba for ehaap iofKirta for th» banafll of our con- 

Ua hava no national iMigy policy, no Induatrial policy and an agrlc 
policy daalgnad for tha dastncUan of tha faafly fan, tba pbaaa out of 



1 banks tbTough [b* bank daraguli 



iMpuc fiom tba stock 



vaataant bouaaa bava blllloni 
caab floH. 

Haay »y tha 1983 Fan I 
30 bllltoB dollata froa cba Fadaral Ttaasury. 
flnlshwl, I pradlct va will havi 
basad upon tba aarkat pis 



■any Bora* Thla wholi 
a national bouiulaTy 



TcblDB for 



ralliaClon of tha Systaa by aaDdsta i 
Cradle Syatan cannot cbargs good cm 
buying Inventoiled proparty alghc pi 



It work Hhao It takss naatly 
Ehla agilcultura probla* la 
•s kind of supply unagaMnt progran adoptad 
far tba profits back to cbs pioducar and not 



Hbat va faal ai> of prlH Isportanca. Thar 
vary coaplax and wmy factors iotarplay and 
« Aaailcan psopla arc anxiously waiting foi 
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will t 
Ifnlvti 



of CTsdlt, Cor BHlUtlon or Ufl iafsnatlon. Ut 
vary iaj. Tho fan crlala i> not orar. thilaas Code: 
■ ■antlonid plus other inportuit laauai adiliaiiad ha 
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> th( Colorado ConllC 



Ddta 
Itcnvar 
Dougl.. 
ElbaiC 

Gunniaon 
J<ff«rson 
Kit Carton 
Lar'.HC 
Lincoln 
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Ky itane Is I^wrGiK^e Auberc aiv3 I rosickt ac 211 CouiCry Club Paik, iii 
GraxI Junction, Colorado. 

AC the cisiclusicn of Hbcld Uai 11 I purcliased an interest fron my 
Father iii a sheep and cattle raix^li that he began in 1913 after imnigrating 
to the U.S. as a young Dian, I have since sold an interest to m/ soii, who 
is operating it today. 

I appear before you to convey some Clioughts of niacbera of the Faim 
Credit Service Center Board of Directors of Western Colorado cotc^eniing 
Farm Credit. 

Ihe above ipentioned board represents fanners and raiK^hers frcm 18 counties 
uest of the Contijitental Divide iiiColorado, \ix> are borrowers /stockholders 
of farm Credit Services. 

The area is diversified in the production of agriculture crops, iiiciud- 
ilig most grains, fruit aid grapes, dairy products, lanbs, mx>1 and cattle. 

It is not Biy intent to address specific legislation, but to relate v^t 
WD perceive should be an integral part of a Farm Credit bill. 

Credit is inperative to farmers and ranchers. Ue fully support a sound 
and ccnpetitive Farm Credit System. To be ccuipetitive legislatitni is [leeded 
Chat iraiidaces streanlined operaCions. Fran our standpoinc, all that is 
needed is an entity to deliver credit. That entity should be Production 
Credit Associaticuns and federal Land Bai:Jc AssociaCiixis acknlniscered by maii- 
agenenC lield respcaisible Co associacloti Boards of Directors elected by the 
borrower/stockholder. Ue stroiely feel only one entity should regulate those 
lending activities. That entity being tlie Farai Credit Admiiiiatratiou, Co 
uhccn matkagement and Board of Directors of the Association be accountable. 
The 12 District banks should ronain in plaL^e, but would act as regional 
center banks and provide non-lending, nctj-managtment services as requested 

Baiits nust no loiger be allowed to duplicate PCA responsibilities as 
they iKM do. Bai^ activities of association credit approval, association 
supervision and review are duplication of FCS responsibilities that famers 
can no longer afford. 

A major factor for tlie plight of the system is the leaving of many fin- 
ancially scra^ burrcwers to ottier lenders. L:Mer interest rates and the 
fear of infiairmetit of cheir stock are the primary reascns. We need to be 
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conpeticiye iii interest rates, airi strengthen burrcwer confidccice iii the Fann 
Credit System aiid halt borrower flight, A seven year govettment guarantee of 
borrower stock uould accarplish this. 

If and wheii Federal Fbtids are appropriated to "Bail Out" the systtm a 
board should be established to determine the anxuiit aiid place for such assist- 
ance. Such board should [*jt be euvolved with troubled loans, foreclosures, 
acquired properties and other acUivittes that can aid should be handled on tlie 
aaaociation leuel. To do so creates another layer of beauraccai'y tliat «e don't 
need iK>r oaij afford. Restructuring of loaiis should be expanded, but only if 
restnKturiiig la less costly to the systan thaii any otlier alternative. 

liorrcwers should be informed of forebearaiice and restructuring policies, 
change in tlie appraisal value o£ collateral and have access to all ttieir loan 
docunents. However, legislation relative to borroners rights ^xwld not ll/nil 
or deter lenders frtin makiig loans. 

As you knew the KlA's atd fUf's were created by COTigress with monies ftfui 
the U.S. Treasury at a time when credit was very mjch leeded by farmers aiid 
ranchers. Every one of those dollars were repaid to the U.S. Taxpayer with 
interest. A source of credit at tlie lowest possible cost is as nuch needed 
today as then. Again «e intend to repay the taxpayer every cent of financial 
assistance. Legislation sliould cncorporate a method to do just that. 

Acquired properties sliould be sold in a timely maiuier unless doing so wouli 
have a detetmental effect cti farmland values in the area. Properties should 
be sold to persons in Che area after public notice of pending sale. Adjacent 
land twnets slmuld be informed of such sales. 

Me expect legislation to achieve five primary objectives: 

1. StrcLigtlieii borrower coiifideice in tlie Fami Credit Systan and lialt 
borrower flight. 

2. To stabilise the systan's finaicial coixiitioij and provide the fin- 
ancial resources necessary to price it's products cciiipetively. 

3. To enhance farmer control and ownership of the system. 

4. To provide tlie fiiiancial resources necessary for tlie systan to be 
more responsive to borrtwer needs. 

5. To assure a dependable source of credit for tlie lowest possible 
cost to fanners and rancliers. 
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The Farm Credit SysCem has cnade sane nisCakes. it: is tx>c perftft. It 
mist change. But Che fundameiiCal problem is tiat with the syscan, buc die duuii- 
ward pluiige of cccmsdity aiid livestock prices, uhicli iii Cum forced laiid prices 
ckiMi. The govemneiiC deserves a good share of Che blame for Che lack of pruflC- 
ability in agriculture. Ue lose most of our export market beicause our reliability 
was deecroyed by enfcargoes atid liuge Federal deficits lias caused cur dollar to 
be overvalued. 

The teeiicai ccmsuner Is the best fed and clothed for the least anoiBit of 
money of any nation on earth. Ue want Co keep it that way. 

Thaiit You. 
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TBSTIHOHy OF DAVE CARTER 

HATIOHAI. SECRETARY 

NATIONAL FARMERS UNION 

Mr. ChalrMsn, Congr«BBBBn Stenhola, and CongrBBSaan Ca>pb«ll, 
■My naae is Dav« Carter , and I bm th« Sccratacy of ths National 
Farsers Union, a general agricultural organization representing 
350,000 fara and ranch taBilles throughout rural Aaarica. 

As B grBBsrootft organization, the Farmers Union advocates 
policies which our aambers believe are necessary to strengthen 
family agriculture and rural communities. That is the reason for 
our testimony here this morning. 

First, Mr. Chairman, I want to thank you tor the leadership 
you demonstrated in steering^ the mark-up of the House Agriculture 
Committee's farm credit leglsXiFtlon prior to the August recess. The 
package which emerged from your committee addresses many of the 
critical issues which threaten the stability of farm lenders and 
borrowers alike. 

The committee's package makes great strides in assuring the 
survival of the Farm Credit System while promoting stability for 
all borrowers and addressing the needs of producers facing debt 
repayment problems. 

With the inclusion of amendaents to assure producer 
representation on the Secondary Market Board, to provide adequate 
funding for restructuring of the Farm Credit System, end to 
emphasize mandatory mediation, the Faraers Union believes the 
legislation will clearly address the short term credit problems 
which have contributed to agriculture's instability. 

As an aside, Z urge congress to monitor the implementation of 
any pacluige, and particularly those provisions which affect the 
USDA's Farmers Home Administration. Too often during the past 
seven years the policleB enacted by Congress have not been properly 
administered t^ the FmHA. 

The Coleman vs. Block and Coleman vs. Lyng cases of 1984 and 
19B7 are a case in point. In both instances, federal courts had to 
Intervene to dreg Farmers Home, kicking and screaming. Into 
compliance with the laws enacted by congress. Research conducted 
by the North Dakota Farmers Union this spring found that the 
majority of Farmers Home Administration borrowers filing Chapter 12 
bankruptcy in that state this spring were utilizing the new law to 
accomplish debt restructuring objectives which are listed as a 
viable solution under administrative procedure. 

But, Mr. Chairman, I do not want to dwell too much on the 
short term credit problems affecting agriculture. Rather, I want 
to spend the bulk of my time this morning discussing ths long term 
issues which will return real stability to the American 
countryside. 

The Farmers Union strongly believes that Increased 
agricultural Incomes and stability are Imperative for the future 
health of rural America. 
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Much attention has baen given over the paat faw nonUta to the 
"turnaround in the agricultural economy. "We, too, ara ancouraged 
to aee increases posted in overall agricultural incoaaa and in aone 
cmnodity prices. 

recognize the reality of this parcaived 

Let's look at the factors. 

According to the U.S. J>fipartm«nt ot Agriculture, roughly 60 
parcant ot tha incove racalvM toy grain producers during the past 
two years caaa frou daficiency payaants. Those deficiency payments 
accounted for a major portion of tha $36 billion spent during thosa 
two yaara on federal farm prograna. 

These deficiency payments are an integral part ot the Food 
Security Act ot 1985, which, itself, is developed around tha 
premise that lowering the aarkatprice of commodltiaa whila 
protecting agricultural income In the short term will anabla the 
Dnlted Stataa to auppoaedly recapture axport aarlcats lost over the 
paat several years. 

The money flowing teem tha tedaral treasury into the 
countryside has enabled many farmara to aurviva during the paat two 
years. This policy cannot ba suatalnad, and, more importantly, it 
has done nothing to rebuild a foundation tor long-term stability in 
rural America. 

It 1« rapidly becoming apparent that the amounta spent on 
deficiency payments oannot be continued indefinitely. Already, 
criticism has erupted In the media over currant levels of 
agricultural spending. Perhaps the most voracious attack to data 
is the aeries airing this week on the HfiC Hightly Hews. 

The Farm Bill already calls for a gradual decline in Target 
Prices over the neict three yeara. The Reagan administration haa 
gone a atep further, and has drafted legislation which would man- 
date a 10 percent cut in the Target Pricea. 

The most drastic proposal to date to alter the 1905 Farm Bill 
la the option, which would allow producers to obtain 93 percent of 
their farm benefits, even It they do not harvest a crop. This 
proposal has some merit as a disaster plan. But aa a cornerstone 
ot farm policy. It smacks open an agricultural welfare plan, and 
has already been dubbed as such by Scripps Howard and other 
newspaper chains. 
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: return stability to 

But the policy adopted by the member-delegates at the most 
recent National Farmers Union annual convention this year re- 
affirms our organization's long-standing commitment toward incrsas- 
Ing the commodity loan levels — and thus the market pries — rather 
than decreasing the Target Price. 

As an immediate step, we advocate the repeal of the Findley 
Amendment, which has enabled the Secretary of Agrlcultvire to lower 
the coHmodlty loan levels baiew the floors establishftd in the F8A 
1985. According to our analT^ls, repeal of the Findley Aaendment 
would generate more than $4 billion In budgetary savings while 
increasing the real market price of agricultural coBOKxlitles . 

Our critics say that continued low loan levels — and thus 

market prices — are needed to enable us to regain our 

competitiveness In the world marketplace. But the facta prove 
otherwise. 

According to the Foreign Agricultural Service of the U.S. 
Department of Agriculture, lnco*e from farm exports earlier this 
year had increased by only one percent even though the volume of 
exported commodities had increased by 23 percent. 

Further, the Increase in volume came about only after the 
federal government piled additional export subsidies on top of the 
already-low prices mandated under the FSA 1985. The General 
Accounting office reported last fall that, in some instances, ttM 
value of the export subsidies exceeded the value of the farm 
commodities . 

It doean ' t make sense to spend taxpayer dollars to export 
commodities at below the cost of production simply for the sake of 
exporting commodities. 

The National Farmers Union and several other agricultural, 
labor, religious, consumer and senior cltltens organisations, 
believe atrongly that Implementation of atrong supply-management 
legislation is the key to returning real stability and prosperity 
to the American heartland. 

nte policy adopted by the delegates at our 1987 Rational 
Convention specifically endorses the concepts contained in HR 1425, 
The Family Farm Act. 



First, it would propose a supply-management structure to 
harness agricultural production with actual market demand. As a 
part of that program, program benefits would be linked directly 
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A pvoduoar rwfarmtdux would eiMtbl* farvera to •xcrcisa 
daMocratic control over Um adoption of thia concapt. It a 
■ajorlty vota pramlla, mandatory participation will aaaura tha 
■nooaaa of tlia prograa. 

Furthar, tha tranaition program outlined in the laqialatlon 
will protact llvaatock producara-- and particularly tha faBily-alEad 
faadlng oparatimia — fro* adveraa financial conaaquencaa. 

flM trada previalona ooilC&inad in tha lagialatlon aira dealgnad 
to foatar nagotiations, rattaar than confrontationa in tha export 

Mocta attantlon baa baan given to tha documantation which 
mapparia tha Intant of thla laglalatlon In bolataring doneatic 
■azkat prlcaa. But too littla attention haa been given to tha 
international aapacta of thla prcpoaal. 

R 1425 racognisaa that low coamodity prices ara harming not 
only Amarican agricultural producara, but farmers and ranchera 
tbrontftont tha world. Total Third World debt at tha end of 19B6 
waa aatlmatad at $1 trillion, nie exports upon which the U.S. farm 
•actor la targeting are increasingly dependent upon Uiesa debt- 
laden marketa. 

But thoae countrias are facing increasing praaaure to kaap 
ttaalr debta paid. Aa U.S. Sen. Bill Bradley noted earlier thia 
year, that debt la forcing thoaa countrlaa to go all out to export 
coaaodltiaa at rock-bottom prices .which only further depreaaaa 
prlcea. At tha aama time, any revenue from thoaa axporta la being 
channeled toward aervicing the debt, rather than buying U.S. 
products. 

In hia autobiography, Lee lacocca wrote, "Tha United States la 
tha only country which comes even close to practicing free trade, 
and wa gat clobbered. ■■ 

niat quote summarises the approach that other countries hava 
taken in protecting the economic stability of their domaatlc 
induatriea. Including agriculture. 

The Reagan sdm in i strati on has called for a dismantling of 

these pollclaa by the year 3000. Few countries ara anxious to 

diemantle programs Milch provide for domeatlo atabillty and 
aacuxlty. 

Rather, moat of tha developed countries appear willing to alt 
down at the table to develop global aupply-management and marketing 
agraamenta. Francois Guollaume, the Minister of Agriculture for 
France, haa even advocated the aatabllahaant of an axport "cartel" 
to atablllEa world production and marketing. 
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In the late 1970'e, Sens. John Helcher, George KcCovem and 
Henry Bellaon advocated the eetablleh*ent of global eupply- 
■anagevent policies. They found a welcoae reception BBong 
goverranental offlciale in Canada and the European Comon Market. 

But the Bonentun for that initiative me loat in the rueh for 
■free Market- policies in the 1980'b. It is tiae to re-establieh 
thosa efforts. 

Ae respected econoaist John Kenneth Calbraith told the 
Mational Governors Assoclati^it. in July, "This (agriculture) is the 
only sajor industry vorldwid^'^Hiich has no control over its supply. 
He aust have an apparatus in place that, with requirevents on other 
countries, kesps a liait on this industry." 

Mr . C3ia inaan , the National Faraers Union bal ieves that 
adoption of the Fanily Fsra Act would sark the beginning of the 
return of real stability and prosperity to the American heartland. 
Agriculture and rural cossunitlas do not benefit froa volatility. 
Only stability can allow the faaily-sized entrepreneurs to sake the 
long-range planning decisions necessery to survive into the next 
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■DUB nm uvdit nsnacT bcmd cp dubctmb 

Ml. ODUnUN, CCNGSESSUH CAMPBELL, HV KMC IS JAY HIOtERT. I AH A PARHER AND 
CKITLE FEECER FBCM AKKM, COUKADO. I'M ELECm) TO SERVE AS VICE-CHAIRWI (^ 
IHE BOARD OF DIBECIi:S5 FOR IHE NIHIH FAM CFEDIT DTSIKICT AND ^HE HICHrlA 



MR. CHUSKAN AMD fBCERS OP IHE CCttfTnGE, W ARE EKMCfSD TO HAVE YOU AS OUR 
OESTS IN COUSUUZ). IE OHEND YOU ECR CCHK; TO OUR STATE AMD REARING OUR 
OCNCERIG. HE ARE ESKCIALLY QtATEFUL TO C0K3SS9IAN CAMnELL FOR HIS SERVItX 
CN TIC A3RICULTUBE CCHaTIGe AMD COR BRINGING ALL OF YOU TO COUWAEO. 

ns LivEffRxx jsmsna is a vital pari of oor nktioh's k^icdltural eccionr. 

Dl FACT, HE UVESTOdt AM) KAT fflClOR IN THE FOUR 9EHTES OF OOR FAFH CSEDIT 
DtSIKICr <£rERAIES $7.7 BILLION EOUARS — KSE DOLLARS THAN ANY OIHER SECTOR 
CF T« EOCNCKY. TK SnENQIH OP IW LIVESTOCK INDUSTRY IS VERY JMPOiami TO 



IN OUR DISTRICT, APPKKIHKIELY 61 PERCB^ CV GROSS CASH RECEIPTS IN AGRICUL- 

late m 19SS gate frch livetiock and 39 icrcent caw frch ck»>5, not couHrtNo 

GOVEFMENI PAYMENTS. 

' UVESIDCK PBOCUCriCH, AND TN PARTICULAR CATTLE FEEDIW:, CAN BE VEKt CAPITAL 
IHIHISIVE. GIVEN TIE CYCLICAL NATUIE CF THE LIVESTOCK BUSDESS AMD AOtlCUL- 
TURE in GENERAL, CREDIT IS ESPECIALLY IMEORIWrr PC» THE PABTCR AND RAIOCK. 

MSaCULIURAL CBEmT IS A NECESSARY AND USEFUL TOOL FCR IHE LTSSIOCK PHOCUffiR. 
»E IN THE FARM CIEDIT SYSTEH OFFER VRBICUS TYPES OF CREDIT SERVICE, FRCH 
LO&TEm IXMG FOB FARM AND RANCH REAL ESTATE ID SHCKT- AND IHIEF»C[aME-TEBH 
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FINANCING KXt f^CXOI DPEWatOSS, 

IRE FAPMEBS AND HHKHEBS Of PtEtUCA NEED A tELIPiBtZ SOJBCE OP CHBDIT. TIE 
FAI« CREDIT SVSTEK IS WreNCED TO PHOTIEE TOfll SERVICE. 

AS W CCHSICGR THE HVEStCCK SECTOR AND AI31ICULIURAL CREDIT, IZT L6 VEfCHBER 
CtE FACT FIRST AND FOiSWHTl TliE FUNCWIENIAL UXG-TSm SOLLITICM TO MStlCUL- 
TURAL CEBT PROBI£HS IS H3IiE PROFIT IN FARUNG AND BAHQIING. FOR TOO MANY 
FAIVERS, MSaUJUnJBAL DK334E 15 SIHPUT HOT ENOUGH TO SERVICE THE CEBT. 

K«e roOFIT IN AGRICULIUFE KXILD HELP FARMERS SERVICE THEIR IXBIS AND AWID 
P0RECU35URE AND DISTIE5S IN OUR RURAL CCHUNITTES. HHAIEVER VOU CAN DO TO 
STREHSIHSl THE FARM ECCHCHy WILL BENEFIT FAfVGRS, lENIERS, RURAL COMUNITIES, 
AND ULTUWELy THE tmOE HAIjaiAL ECdOK. 

IN ne SHORT Tern, HANY ASRICULTORAL EGETT VfOBlXHS REHAIH. THE OCNSECUQICES 
QF A 50 PERCENT D(I3P IN LAND VALUES AND SEVERAL lEARS OF LOW CROP PRICES AIE 
SIILL BEING FELT BY FAIMERS AND THE FAfH CREDIT SYSTCM. 

IF IT IS IHPCXITAHT TO THE LIVESTOCK SECIC» TO RAVE A SIRCNG FARM dCDIT 
SISTQI, THEN HKAT SHOUID BE DCNE TO AXCHPLI5H TWT GOAL? W BELIEVE THE 
CCH3RESS SH3UIi> ENACT lEGISLATTCN THIS YEAR TO SHOIE-UP THE SISISt. 

OF COURSE, THE M3RICULIURE CCNOTTGE WRKED UWG HCURS TO FINISi THE FAR4 
CREDIT ASSISIAHCX lEGISLATICN, H.R. 3030, AND HE APPIECIAIE YOUR EFFORTS. 
CHAIFMAN IE LA GARZA AND CCMGRESSMAN 5IENH0UI ARE TV40 OF THE HAJO) ARCHI1GCTS 
C^ THE LEGISLATTCH. H.R. 3030 HAS HANY EEAIUEES HHICH ARE BENEFICIAL TO 
-1-2- 
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FABKRS AND VHICH « SIRMGLY SUPPORT. THE I£GISLATICM KXILD PBOVICE A 5 IGAB 
GUASAHIEE OF STOCK OWED BY OJR XHEEBr-BOBFOEBS, NJIHXIIE FINANCIAL 
ASSISIWXX ID SYSTEH IH?rnirTI0t6, AND OAfilFIT CERTAIN KUCRS OF THE FABH 



DtPCKtANTLI PI» -niE HINIH FARH CREDIT DISTRICT, THE lEGISLATICN VEXJLD AFFECT 
TIE LOSS-SHARING FAYKinS HAEE BY SXSIOI EmTTIES IN 1986 AM) 1987. THE 
IMPACT OF THESE LCGS-SHARIHS FAYtOnS IS FOTEtnTALLY QUITE LAFCE. IN 1986, 
TIE EECERAL INIEREDIATE OEDIT BANK (^ WICHITA AND TIE WICHITA BANK FCffi 
CDCXCRATIVES HAEE PAYWNIS TO OTHER SY^IQI EtflTTIES OF S8.0 HILLICM AND S5.9 
MILLION, BESPECnVELY. K»«VER, -OtS fETERAL LAND BANK OF WICHITA l«CEIVED A 
CdWITKirr FOR $212.6 MILUCH IN ASSISTAtKE. tCBT OF THAT HAS EEEN USED, BUT 
SCIE l&ttlHS lOT YET PAID. 

H.R. 3030 HOUU> lEVERSE ANY LOSS-SHARING PAYI«tnS OR CCM<IITICinS THAT WRE 
HMX BUI NCT CASHED IN EEFCSE JULY 1, 19S7, SIHJLTWEOUS WITH THE RE<£IPT OF 
BOUIVAI£HT ASSISIAKX TKBOlXai IKE lEGIStATICN. THIS leVGBSAL WILL Be^EF^' THE 
ASSOCIATICHS AND BANKS IN CUR DICTRICC THKI HAEE afJIRIBVIIOtlS. HOEWR, IT 
IS VITAL TUta: THE ASSISTWKX RECEIVED BY THE EEEERAL LAND BANK BE REPLMXD 
SIMULTA^EC»SLY. WITIKIUT THE ECUIVAt£NI ASSISTANCE, THE IHPKT HOILD BE TO 
. TAKE MAY 980 HILLICM IN CAPITAL FRCM THE UWD BANK SERVINS CUR FOUR STATES. 

te Also WANT TO CCmEKT CN OTHER PROVISICNS OF H.R. 3030: 

I. FINANCIAL ASSISPWI . H.R. 3030 KXJLD AUIHCRIZE APFRn>RIATICH OF 
sues SIMS AS MAY BE tECESSASY. THFORONTLY, THIS EECOGNIZES TfiAT 
INFUSICW OF CAPITAL IS THE MCCT DIRECT, HOEST, AND COer-EFraCTIVE 
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FTSM OP ASSISTANCE. HCKEVGR, A SGtVtRATC, SRCTFTC a]NGRES5ICNAL 
APPDOnUATICN HOUU) BE rCCESSARY AND SC*E Cff TTEfiE DISTRICTS fUI rCE 
AH INFUSICM OF CAPITAL BBTCm VEAR-GND 19B7. IS lUEBe TDE IN TUB 
BEHAIHING CCNOtESSICtW. SCHEDUIE FOR 19B7 TO I>ASS BOIH lEGISLATICH 
AND APPIDPRIAT9JS7 



N vHicH Dces NCrr pscvice feal capital hill ktt do the 

JOB. HE SUFFCKT IK SISIQI PFtXCSAL FOR A FE[ZKAL LUE (^ CIEDIT 
HUGH COUU) EE CRAHI CN I^MEDIATELI. W VBin' TO VOIOC WITH CONCaeSS 
SO AS TO MIHIHIZE THE fKOTT OF ACIUAL ASSISI»KE tE(£5SARy. W 
PI£DGE TO BEPAY THIS ASSISTANCE OVER THE. 



BOBBCtCfi RlOnS. R.R. 3030 ESTABLISHES SUBSIANFUL BOfSOCR RIGKTS, 
FOR KHESIEAD PRCnECTICN, RIOfT OF FIRST lEFISAL, AND [EEntUCIURINC 
OF TROUBIED LOAKS. HE BELIEVE IN RIGHTS FOR ALL BtXHOdlS. IHESE 
HANDJOCia EEOOIPEWWrS IN H.R. 3030 SHOULD MOT CCHE AT TOE EXEENEE (F 
THE 90 PERCENT OF CUR BCmOCIS VH) ABE CURBBTT ON THEIR FA9EVTS. 
HWI ABOUT TOE RIOfTS OF TIG 90 ECRj^XNT Oe OUR BORCHERS HC FAY KE 
BILL? 

THE HOKSIEfO AND RI(3TT OP FIRST lEFUSAL PROVISICKS HILL PHXCNG THE 
RRIOO OF TDG THAI TOE lEMXR MUST CARRY A PBOPGRTY AS A RW-GAeHINQ 
ASSETT. AS A RESULT, IT WILL IKStEASE CARRYING COSTS TO OTOER 
WHBERS. THES TI«3EASED COSTS COUIS NKUtft TO HILLICNS Of DOABS 
FOR THE FAIM CSEDIT SYSIfH HATIONAII.Y. 
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THESE ADOmCNAL CCBTS PLKI A taEJHBR WNgS CM OWER FAWER-BANCHER 
NENBeBS. VE ICED TO HINIHIZE THE COSTS ID JHBt SO THAT TIEI WILL 
HAVE A FAIR OPPOKIWHTY TO SUCCEED. 



to ACICE WITH THE CONCEPT OF RESTBtXTIURING IXBTS CN A CASE-BIT-CASE , 
lEAST-COCT BASIS, OOB CUBraOT POLICV IS TO HESOUCTOFE RKIIER THAN 
FOfECIOSE A LOMJ WHEN IT IS tZSS C06TLY TO TO SO. 

VE HAVE NATE MUCH PROGRESS IN RECTIOT K»IHS. LAST EECEHBER I, OUR 
DISTRICT SET UP TEAhB OF CfEDIT SPECIALISTS TO CCNCEWTRAIE CM THE 
WOTK-OOT OF TROUBUJD LOWS. tHESE TEAMS HAVE WCMtED CM OUR XSI 
DISmeSSED UANSf VHICH A YEAR ACO MIOTT HAVE ALL BSN IN fOSE- 
CL06Uie. SIKX TTEN, THAT OOUP HAS SETTLED HDiC THAN 3,000 CASES. 
IN FCHC THAN 1,400 CASES, SCffi VRY HAS BEEN FCUSl TO KEEP 1HE FAI»ER 
OR RANCHER CffERATIN:;, EITHER THROUGH HIS ABILITY TO BRINS THE UMi 
OJRREWr OR THKWGH («L«<)RrIZATICN OR RESIMXTURItC OF TIE LOAN. AND 
IN KXE THAN 2,400 CASES — OR OVER 75 FERCEtfT — VE HAVE PEACieD 

utsEMEhrr WITH Tie borr>er ouisiee of cxxnc and hanaged lo awid 

FOCCLOSUBE. 

ccKaiESSHW, I raof lou ivac heard op many cases hcre it AraeABS 

THAT THE BORRCWGR WS nISTREAIED. IN MANY OP TTESE CASES, THEIE IS 
ANOTtER SIIS TO THE STC«Y. 

Bin I MUST ALSO SAY THAT m HAVE MUX OUR SHARE tX KISIAfEES. IN 
HEtlHT HCNIHS OCR POLICIES HAVE CHANCED. TCQAY WE HAVE N3fE TOMS 
FC» HELPING nOIBIED BOFKWEBS TlttN VE DID A YEAR fCD. 
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HE HOPE inE CCNGFESS HILL RECOOITZE THIS PttOGBESS AND PLACX 
BEASCMABU; LIMITS CN THE RIGHTS OF FIRST BEFOSAL, R» EXAMPt£. 
OmEaJISE, IflE CCSTS OF CARRYIW ACOUIRED PBDreKTY BILL SIOHFICAHTLY 
INCREASE. 

IC BELIEVE BORKWER RIGHTS MJST BE BALANCED FOR ALL FAIWER-RANCHER 



sranM snexTTU^. h.r. 3030 incluees the wcHoisrr aitikxed bv 

CCNGISSSNAN SlEtiaOiX WHICH HOUU SIGNIFICA^^l.y CHA»£ THE SYFIEH'S 
OPERATING BTfOCYUFE. TE AGREE MITU THE COMUITEE IHAT IHEEE IS A 
NEED lO SnSANLINE AND ICDUCE HE CCeiS AND OVEREAD IN OUR DEUVERY 
Oe CREDIT TO AGRICULTURE. HG BELIEVE, lEhEVGR, IIWI THE STENH:XJ<1 
HKHOEXT CAN BE ISVISED IN HAVS THAT HILL MINIMIZE THE DISTBUPTION 
BUI ACCCKPLISH the CBJECnVE. 

SXJ SHOULD ALSO KNOH THAT OUR DISTHICT HAS ALBEAEK MACE MUCH PROGRESS 

ON ITS OW ID REDUCE COSIS. CURIK CHE i&Sm PERIOD OF TOG, THE 
EMPIOIEE HORK FORCX AT THE DISIIUCr BANR I£VEL HAS PEDUCXD BV 33 
peRCEHT AND TRE SENIOR OFFICERS IN THE BANK BV 60 tEBCBSI, EHPIDVEE 
BeWFITS HAW BEEN CUT AND CUR HEAEQUARTEBS BUILDING IN HICHITK HAS 
BEEN SOLD TCPOXa! A SAI£A£ASEBACK. 

<iE CCHSIIXR THE STENHOUI AKHCMNI TO R.R. 3030 AS A tEALIHY 
CHALIf^XZ TO THE SYSIEH TO IMFEDVE ITS CX>ERATDC SV9IEM SIBUCIUB. 
CUR DISIHICT HACe AH EXTRA EFFCRT TO 9XK QttSSROOIS INPUT ON THIS 
-7- 
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ISSUE. «E SEtn A copy OF HE SIENKXM MeNEteHT TO EVERY FMUKK- 
MHCHER DIBECICil OP EVERV ASSOCUTICM IN OUB DISIfUCT. HE ASKED 
LXAL BQABCS TO CCNSIIER TOESE ISSUES Mfl) INVITED TIE CHAIRWI AND 
PRBSIEGtn' OF EVERY liXAL ASSOCIATICN TO A MEETING. AT THAT TDC, KE 
ASKED FOR THEIR INPUT CN TTE TYPE OF SYSTEH STSUCTniFE lfflIC3i WDUIi) 
SERVE THE B(»RC»ER lEST. 

im I«;SKMSE HAS tSXD AND CI£AR: SCVCTHIHG MUST BE CX»E TO ENHANCE 
liXAL CCKIWX AND BEDWi; CC6TS, OUR STOCKOKIEHS AIWISORY CCMUTIEE, 
A REPISSENTATTVE OOTP OP ElfXTIED FARMER-SIOCKKlLCeRS , DISCUSSED THE 
PfaCTICAL ALTEBKATIVES FOR MEETTNG THIS OBJECTIVE. 

VE TOOK THESE lEEAS TO A NATICNAL fCCTING OF DISIKICT FAEHER- 
DISECIOBS. A CCHFI£TE SWHARY OF THE SY5ITM RESPONSE CN THE 
TTRIXTIURE ISSUE IS BEItK PREPAICD AND WILL BE PFESEKIED TO ICU BEFOiC 
CCHSRESS IsaxVEXS. VE APFISCIAIE YOUR CCNSICERATICN Of TTCSE VICHS 
AS H.R. 3030 IS OCNSirXFED BY THE FULL HOUSE. 

AGAIN, HE APPRECIATE THE eFTOKIS OF THE tCOSE AOIICUITUFE COMTnEE AND PtEEtE 
10 HSfOE WITH YOU TO FIND SOLUTICNS. 

FINALLY, 1HEIS ARE IW ACFICMS WICH W BELIEVE ARE IMFORTANT TO THE FUIUIE OF 
OEDIT ton we UVESTOCK AND OVERALL AGRIOJLTUIS SECIOR: 

1, PASS A FAm CREDIT ASSISTANCE FACKKX BFFOFE CCNStESS KUCUmS IN 
1987. mis lEGISIATICN SKXJLD PROVILE A GUARANTEE OF STOCK, A 
FECERAL LIW: OF CREDIT, AND AEEQUATE FT£XIBIL1TY TO AIIEH THE FARM 
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CREDIT SISOM TO TSPAY OWERIIEKr tSSlSTKKS AND 9:FIVG ITS PAi<MEB- 
hCHeeBS. HHII£ IICFE mV ee DIPraiSNCES CH SE^IFIC PARTS OF THE 
BILL, W BELIEVE IT IS IMROKtAHT THAT ■!«£ I£GISLftTICW BE PASSED THIS 
YEAR. 



N CF FAIMERS HOC ACMIHISIVATICN U»N GUARANItZS. 
I£T HE EXPIAIN. 

THE FAPH CSEDIT SYSTEM H34 HAS A TROUBLED LOAN RESTRUmiRIIC POLICY 
UNCCR HHICH VE HIU. ISSTHXTIUIE A LCAN RAIHER THAN TOICCUJSE WEN IT 
IS LESS CXSTLX TO DO SO. VE EELIEVE W HAVE MAIX GRCKT PRCO^SS WITH 
THIS FOUCY, AS NOIED EARLIER. 

ALL TOO (^lEN, A DISTRESSED BCStOhER CAN SIMPLY HTI ffi ICffmKTUEED 
nnO VUBILTTY WITHOOT W INIEiGSI BUY-DCHN SUCH AS TIC OE OFFERED 
BY TIE CARKRS [OC ADKIHISTDATTCN. OUR OFFICES CN THE ICfflESN 
SIOFC <X COIORADO, fOR EXAHPIE, HAVE EEEN ABt£ TO BESTWCIUIS SEVERAL 
LOANS THROUGH THE USE OF THE FKIA IHIEBE5T BUY-EOHN AND GUARANIEES. 
in IBIS mOGRAH, THE tEKEER MUST HAKE A CCKESSICN IN THE FfXK OF A 2 
FGRCEHT INIEREST RATE REDUCTICM BOT IT IS HAIOED BV AN ADOITICKAL 2 
FEBCEKI nCM THE PA»ERS EKIC AIMIHISniATIO). THIS ASSISTAKE IS 
OPIEN 1HE DIFFEIBXX BETVCEH METHER A LOAN CAN BE BE5IRUCIUIED OR 
NOT. 

OUR EARN CREDIT (XTIOiS IN KESIEEN COUXtADO HAVE AIi)EADV BOOKED OR 
APPROVED lEARLY $1 NILLJCN HDRTU OF lESTRUCIUISD CWIA GUARANIEBD 
lOANS SO FAR IN 1987 AND IHEY EXPECT KANY M3RE. IMFCRIWATELY, TTE 



D,g,tza:Jb.GOOg[e 



EHTIFE STKIE OF C0LCSMX3 mS KUXJOED ONLIT $4.3 HILUCM FCR 1HIS 
nCQHH IK 19B7 BY THE FARCBS HOC AIMHISIBATICN, AND lIC FUHE6 A 
CURFEHILV [EPIflED. OUR IC?IGFN SLCffi CfFICSS IHDICKTE IHKT THEY 
HUT USE S4 KILLICN ICXI YEW BY TIEHSELVESI 

W BELIEVE TIE EfHA BUY-OCHV^GUUlMniS FKXaUW 15 A QOOD OE, AMD H 
CQWEND Its SIXTE ffHA SIAFF 04 EBiVEtt. HTIH XNOeASED FtMMNG IN 
QXjOSADO, this FdOGBAM WU. !CLP ALL I£NCERS FIND A WY TO 



m SmWCt, VE EELIEVG a STRCHS FABM OEDIT SYBIEH is vital to a SnCNG LIVE- 
STOCK ECCIOiy. VE CCHEND THE HOtGE AOUCULTUie COHUTIEE ft» ITS EFFORTS CN 
H.R. 3030, AND FDR THE GUWAOTGE (X BORKWR STOOC. W HMir TO MOQI WITH YOU 
ON BEPINIH3 dlGR ASEGCTS OF H.R. 3030 CEALING HITH FINANCIAL ASSI5IWKZ AND 
SYSTEM 5IK0CIUIE. THANK YCU K»IH FC» TIE OPFCREVNITY TO mSt HTIH YOU. 
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SepCemlwr 3, L9S7 

Testloony for Che House Sub ConoltCee on Livestock, Poultry, etc. 

by Phyllis Snyder, 1751Z Co. Rd. 20, Cortei, Colo. 81321 

I ■■ Phyllis Snyder. Hy husband and our sons own and operate 

a 600 acre farm north o£ Cortez, Colorado. We have irrigation 

and raise alfalfa hay, corn for silage, oats, barley, and aorghua. 

He have a yearling steer operation, cow-calf herd, and operate a 

feedlot during the winter nonths. 

I aa speaking in opposition to allowing haying and grazing on 

set aside acres. 

First of all, government fara prograns are voluntary. IE a 

producer uants to produce on lOOZ of his acres, he should not 

sign up for an acreage reduction program designed to take acres 

out of production. 

IC seeas to be a contradictory policy to pay soaeone to not 

harvest on soae of their acres and Chen in Che sase policy allow 

then Co harvest on Chese sase acres. 

I know there is a difference between "program" crops and "non~ 

program" crops but why do we try to eliminate over-production of 

pTOgran crops and yet encourage over -produce ion of hon-prograa 

crops? AgrlculCure is so dependent on agriculCure that when 

a farm progran is implemenced Co ball out one comnodiCy Ic causes 

se.-lous over'p re Auction ind poor narkeCs for anoChii.' coanodlcy. 

That is why farm progran policies should be very carefully looked 

at to see what negative results will spread over Co other com- 

modiCies. 

How can you measure whether more ag producers will go under 
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or Bore producers be saved for a few aore years with Chls policy 
and what will be the expense to the governnent? 
The second major consideration should be the treaendoua budget 
pcoblens facing our government. It seeas only logical to me 
that one good place to save money would be not having a progran 
Chat obviously promotes faming for the government subsidy. T'j 
■e, it is a forn of cheating to accept payment for not doing 
something and then turn around and do it anyuay. Everyone goes 
■round supporting it because it isn't fair to those producers 
who aren't doing it! Some of the hay producers are not even 
eligible to participate to begin with because they don't have 
a "progran" crop to get paid not to produce. What about fair- 
ness to them? How many billions of dollars in legitimate market 
Income will be lost to hay producers with an over-supplied lower 
■arkeC valued hay crop? 

Vtiy not oppose this policy of haying and grazing set aside acres 
because It Is wrong? The main argument I have heard is everyone 
else Is doing it. X have taught my kids that two wrongs don't 
■ake it right. It's time soaeone started working for what is 
right and opposed this policy because It's obviously contradictory 
to produce on land you are paid not to produce on and it's pretty 
expensive for the government. 

I aa sure you will be lobbied very heavily in support of this 
policy. Everyone wants to make more money and they will use lots 
of arguments to show how beneficial this policy will be to them. 
IE definitely helps cattle feeders to have lower feed bills and 
It helps ag producers get more government money but is It right? 
Ask some of the ■lllions of Americans who pay higher taxes each 
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year 1£ they think this is a sound agriculture policy to help 
stabilize the agriculture econoay. 

The hay producers in our area who are supporting chls policy 
■re nalnly producers who think all of agriculture should be 
subsidized and contrrolled by Che governnent or are producers 
who have switched to hay production in recent years because of 
low pinto bean yields and narkets or because they can gee a 
governnent subsidy to not produce wheat. They are naking nore 
froB Chelr hay crops than they could £roii wheat or beans and 
are still wanting the government handout. 

Part of our far* Is under Che farm program. Ue have set aside 
acres Chat we do not hay or graze. These set aside acres do 
not cause a hardship in our farm income. The government subsidy 
or deficiency paynent does not make up the major source of Income. 
What does hurC our farm Incoae Is the production of more hay than 
our market can absorb and Che lower prices we are seeing because 
o£ those producers selling their hay at lower than production 
cosCs because Chey have Che governmenC subsidy Co make up Che 
difference in their costs and Chelr selling price. 
I believe the balance of supply and de*and would work for the 
good of all producers if allowed to operate withouC government 
fam programs upsetting zhn balances- 
Thank you very nuch for allowing me the opporCunlCy Co address 
this very important issue. 1 sincerely hope you will think about 
Che issue from my standpoint as a hay producer. If I can be of 
nore assistance in your decision makinc, please contact me. 
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Sepcenbei 3, 1987 

Testlnony subaicted to the House Agriculture Sub-ComnlCCee 

FioB San Juan Basin Parn Bureau 
17512 Co. Rd. 20 
Cortez, Colorado 81321 

RE: Opposition of Haying and Grazing Set Aside Acres 

San Juan Basin Farn Bureau passed a county policy resolution 

Opposing the haying and grazing of set aside acres. The policy 

succeeded tn beconing policy for Colorado Fara Bureau and for 

Che Aaerlcan Fare Bureau Federation. 

Our reasons for opposing haying and grazing of set aside acres 

1. Producers who sign up for a progran to take land out of 
production should take land out of production, not just change 
coMtodltles. The program is voluntary. If a producer doesn't 
want Co set aside some acres, he shouldn't sign up> 
2> IE Is unfair to non-parCiclpatlng producers to pay tax 
■oney Co fund this subsidy which is competing against them in 
the sarket. Many producers are not eligible to participate in 
Che set aside progran and receive subsidies. It costs non- 
program producers twice -once in taxes and once again in lower 
■arkets. A porducer who receives a subsidy payment before he 
even produces the crop can sell his product at a lower price 
because he h*s that government support cushion to help pay the 
expenses of his production. 

3. The U.S. GovernsenC has trenendous budget problems. Farn 
Bureau has continually supported balancing the budget by limit- 
ing government spending. This policy of paying for set aside 
non-producing acres and then allowing production on these same 
acres is a prime example of unresponsible government spending. 
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4. Supply and demand, it allowed to work without government 
Interference, could make all commodity markets stable and al- 
low all commodity producers Co make a living off their land. 
(Government programs have created so many expensive problems 
for ag producers and the government by encouraging over- 
production, creating unstable markets, and false market values. 
Uhlle balling ouC one ag coBoodlty, another ag commodity la 
damamaged. Agriculture producers are dependent on other agri- 
culture producers. 

San Juan Basin Farm Bureau has 538 meaber families in Dolores 
and Montezuma Counties In Southwestern Colorado. Locally we 
face more production of hay than our markst can absorb causing 
lower prices and larger stocks of carryover hay. Ue do not 
have a transportation system Co move our products great dis- 
tances except at the high cost of trucking. This keeps our 
market limited both In availability of markets and In the price 
ve can receive for our crops. 

We ask you to Cake a close look at this farm program provisiion 
and to oppose it. 
Thank you for your consideration. 

San Juan Basin Farm Bureau 
ary 



A-, ^..^M. 
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TESTIMONY BEFORE THE SUBCOMMITTEE 
ON LIVESTOCK, DAIRY AND POULTRY 

Hy nan* Is Ed Wledeman. I am a dairy farmer from Greeley, Colorado mllktng 
KO hoUtelns three times a day. I am a meaber of Western Dairymen Cooperative. 

I have studied milk markets for nany years and as a result I have several 
observations I would like to share Mlth you this morning. 

If you win follow along with me. I have prepared several exhibits that 
illustrate the need for a national supply management program within the U.S. dairy 
Industry. 
EXHIBIT II 

Exhibit fl Illustrates national production and commercial usage of product 
for the 1983 through first quarter 1987 period. During this period of time, total 
■11k production was consistently highest during the second warter of each year. 
Heanwhlle, coonercial usage was highest in these same years during the third quarter. 
EXHIBIT K 

Exhibit K illustrates daily production and connerclal usage for the first 
and second halves of the years 19S3 through 198S. As you can see, production 
during the first six months of the year historically is greater than production 
during the second half. However, during calendar 1985, the Hill; Diversion Program 
leveled this seasonal imbalance. Comnercial usage, historically has been greater 
1n the second half, exactly opposite what our production trends have been. This 
has caused the seasonal Imbalance that can be observed In column five when we 
compare total production to total coamerclal usage for the first half versus the 
second half of each year. 
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During 1984, dairy farners participated 1n the M11k Diversion Prograa which 
resulted in closely aligning our production with our coonerclal sales. The seme 
results occurred in the second half of 1986 during the Herd Buyout Progran. This 
proves that a supply -demand inAelance can Ik overcome If dairy farmers are offered 
an alternative supply management program. 
EXHIBIT #3 

Exhibit 13 shows that the percent of cows leaving herds on a yearly basis 
stays relatively stable unless some type of Incentive Is ude available to change 
the population. 1964 reflects the Increase In cow culling brought about by the 
Hilk Diversion Program. The Herd Buyout Program is not reflected In the 1986 data 
because of the requlrenent of total herd disposal. 
EXHIBIT 14 

The recent milk diversion program In 1984 had some beneficial effects on 
herds with production records processed at the regional DHl Computing Center located 
at Provo. Utah. Exhibit f4 verifies that the number of herds and number of cows, 
as well as the average size of herds were increasing up until 1984. There was a 
significant decrease In all catagorles in 1984. Following the Milk Diversion 
Program, the herds still in business built back their cow nuMbers, and cows per 
herd had increased to greater numbers than In 1983 (146.82 cows/herd}. Over the 
period of October 1961 through September 1986, there were 171 less herds and only 
151 less cows In the system. This Illustrates that although there were fewer 
dairymen, there were more cows per herd. 
EXHIBIT #5 

Exhibit fS Is a tribute to the ability of dairymen in this region to Improve 
their production efficiency. The average herd was able to increase milk production 
per milking cow per day by 15.11, with a range of 6. II for Hawaii dairymen up to 
29X for Colorado dairymen. This shows that if the incentive is available, dairymen 
can respond even without new miracle products that are currently being researched 
and made available to them. 

Page 2 of 6 



D,g,tza:Jb.GOOg[e 



In sane states, the Increased percentage of nrilk production per cm Is 
much higher than others. This can be attributed to more herds going to 3 tines 
a day milking particularly during the aost recent years when assessments were 
levied by the Secretary. 
EXHIBIT 16 

Exhibit K shows that nine states added alaost identical number of cows to 
their herds In the winter and spring aonths. In all but one state (Arizona) 
milk production was greater in the spring aonths as compared to winter months. 
A simple average of the data shows that there was an advantage of 4.1 pounds of 
nilk per cow per day for cows milked 1n the spring months or the 611,551 cows 
tested produced 2,507 t359 pounds of surplus milk per day. If those cows represent 
3SX of the total population ln these states, then we can assume that cows 1n these 
selected 9 states are adding about 4.2 nillion pounds of milk per day to the 
surplus milk problem during the spring months. 

This data points out two needs in m11k marketing. 

(1) An Incentive program 1s needed to reward dairymen who produce milk when 
it is needed in the fall and winter months when supply and demand are closely 
matched and when costs of production are at the highest level per hundred pounds 
of milk produced as shown on Exhibits 6[a)(b]t{c]. 

(Z) Some type of national quota or base syste* is needed to regulate the 
upper limits of production to guarantee market and government entitlement program 

EXHIBIT *7 

Exhibits 7(a) and (b) Illustrate two different producers and their production 
habits. Producer A maintains level production throughout the year by producing 
milk when the market Is in need during the fall and winter months, and cuts back 
during the sunner months to avoid an Increase in output when the market is In a 
surplus situation. 

Page 3 of 6 
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Prodjcer B produces milk just the opposite, milking nore coms and producing 
■era n11k In the sunmer months when the market is saturated. In the fall and 
winter months, when the market Is in need of milk for increased sales, he nllks 
fewer cows and produces 831 less m11k. 

Both of these producers are marketing their milk through a co-op with a 
base progra*. Producer "A" maintains his production at his base level. 
Producer "B" transfers base in and out of his account several times during the 
year. 

Given these conditions. I am advocating a national supply management program 
using a quota established during the July through December months. The program's 
general provisions are as follows: 

SUPPLY HAHAGEHEHT PLAN 
1. Producers quota would be based on the third and fourth quarters production 
history. This is a time when historically production and commercial use are 
most closely aligned. 
At example follows: 

Production 



Jan. 


June 'S8 


July 


Dec. ' 


July 


Dec. '88 


July 


Dec. ' 


Jan. 


June '89 


July 


Dec. ' 


July 


Dec. '89 


July 


Dec. ' 


Jan. 


June '90 


July 


Dec. ' 



Producers would subnit production h1st( 
of a production quota. 
The Secretary, USDA, and NHPF would maf 
production versus coimercial usage and 
quota needed to keep supply and demand 



inually to ASCS for registration 

annual estimate of national 

sani -annually a percent of 
reasonable balance. 
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4. Producers pay price on production covered with quota will be coHputed the 
saae as it ts currently, however, the over-quota production Mill be discounted. 
Whenever a deirymn produces ailk over his assigned quota, he will receive 

a world price for that portion of his production. The dollars resulting froM 
the difference between the world price and the current support price will be 
deducted from his miu check end sent to CCC to offset adMlnlstratlve progrea 
costs and purchase of surplus product. 

5. New producers would be allowed entrance Into the market only during the 
July -December period each year. New producers would be paid the 1oce1 blend 
price based on the percent Class 1 utilization in the urket. Production over 
this amount would be paid at the world price. During this July -December 

period, the dairyman will be earning hie quota for the coning year. The new produce 
njst ship a Minimum of one year before a quota would be assigned to him. By 
basing a new producer's quota on the Class I utilization in a given nrket, 
this will be an incentive for new production to enter markets that are in 
need of milk. 

E. Production quotas would be non -transferable except on a complete take-over of 
the facility and herd where continuity of the operation was maintained. 

suwwy 
The plan that 1 have proposed to you is designed to treat all producers more 

equitably. We must set aside our regional differences when we are looking for 

solutions to our supply-demand inbalances. He are one big bucket of milk, and 

we iMSt all do our share to overcome our surpluses. 
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The plans that we have had 1n the past are not long enough and 
should be nandatory to every dairyman. It seems that those of us who try to 
level our production In the interest of the Industry end up getting penaHied 
twice. One, by milking Mre cows in the tougher fall and winter months when 
production costs are high, and two, by paying the assesswents and experiencing 
price support reductions when our production remains out of line with demand. 

I believe that this plan Is fair for a11 dairymen in the sense that it pays 
for milk what it is worth at the time it is being produced. If a dairyman wants 
to produce more milk in the sunmer months when the market is In surplus, he wilt 
be receiving what that silk market will support. 

Dairymen across the country have had to Increase plant capacities and purchase 
■ore m11k tankers each year due to the tremendous flood of milk that comes on each 
year during the sunmer months. This creates a large investment for the dairyien 
for Just a short period of time, and In most cases no return is gained on the invest- 
ment In the fall and winter months when production falls to seasonal norms. This 
Is another additional expense that the dairyman who maintains level production 
throughout the year must bear. 

This concludes MV remarks to you this morning. Thank you for the opportunity 
that you have given the dairy industry and myself to express our thoughts. I an 
now available to answer any questions you may have. 

(l^e eittilblci fallow:) 
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UHITEP STATES MILK PWDWTION. CIWCaClM. USE 
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DHI-PROVO ^'^^ 

COIVIPUTER WORKSHOP 



ROLLING HERD AVBRACE - 
PBRCBNT COWS LEAVING THE HERD 
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UHl-i'KUVU 
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AVERAGE HERD SIZE 
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E)W)BIT S 

DHI-PROVO 
COMPUTER WORKSHOP 



MTERACB POUNDS OF MILK PER UAy 
FOR MJUCINO COWS ONVf 
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COST OF PRODUCTION FOR 1979 
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COST OF PRODUCTION FOR 1980 





mu PROD/ 


3.5 


nlLK 






nONTH 


MILK COW 


BASE PR. 


INCOME 


ACTUAL EXPENSES 


JAN 


17 


13.07 


13.56 


11.15 


- ,89 


FEB 


51 


13.01 


13.29 


13.07 


<■ .22 


fWR 


50 


13.07 


13.31 


13,29 


* ,02 


APR 


19 


13.07 


13,31 


12,71 


♦ .60 


HAY 


18 ■ 


13.19 


13,25 


10,97 


* 2,28 


JUNE 


55 


13,19 


13.21 


11.00 


• 2.21 


JULY 


52 


13.22 


13,13 


11.36 


* 1,77 . 


AUG 


58 


13.31 


13.19 


9.59 


+ 3.60 


SEPT 


51 


13.56 


13,30 


11,28 


• 2,52 


OCT 


51 


13.90 


11,13 


12.15 


♦ 2,03 


NO* 


17 


11.09 


11,62 


13,51 


-.1.08 


DEC 


51 


11,55 


11.86 


12.13 


* 2,73 


AVERAGE 


51,1 


13,12 


13,61 


12.13 


1.51 


1979 AVE 


50.9 


12,18 


12.51 


10,83 


IM 




* .2 


*■ .91 


•1.13 


+1.30 


- .17 



Hotica Cha continuad influ«ni 
income ov«r •xpanses throucjh 
HilX Incoma continued to inci 
but Base price was up only S, 
' improved and/or mor* hards w« 
Actual Expenses increased by 



of the bad v 



Iter and low 



I 1980. 



Note effects of open h 



ease coming up $1.1^ Bho^ 
94, which indicates fat I 
re qualifying for bonus i 
51.30 over 1979 leaving ! 

in 19B0 ftnd early 1961. 



D,g,tza:Jb.GOOg[e 



COST OF PRODUCTION FOR 1981 



RONTH 


niLK PROD/ 

HILK cow 


3,5 

BASE PR. 


HILK 

INCOME 


ACTUAL EXPENSES 


JAN 


1i 


11.10 


11.80 


13.06 


t 1.71 


FEB 


16 


11.15 


11.99 


13.01 


* 1.98 


MAR 


50 


11.10 


11.61 


13.21 


* 1,10 


APR 


51 


11.37 


11.51 


13.01 


♦ 1.53 


NAY 


52 


11.25 


11.38 


12.66 


♦ 1.72 


JUNE 


52 


11.20 


11.15 


12.50 


* 1.65 


JULY 


56 


11.20 


13,96 


11.80 


* 2.16 


AUG 


53 


11.11 


11.08 


12.12 


* 1.66 ■" 


SEPT 


«9 


11.10 


11.13 


12.11 


*1.69 


oa 


19 


11.25 


11.51 


12.01 


♦ 2.33 


anv 


as 


11,20 


11.72 


17.19 


* i.n 


AVERAGE 


50.5 


11.27 


11.25 


12.60 


* 1.81 


1980 AVE 


iU 


13,12 


!3,61 


!2,13 


1.51 




- .6 


* .85 


* ,81 


♦ .17 


• .33 


1. Price 
and s' 

in Jb: 


of base 3.5t milk actually haa dec: 
airaier months and is lower at the em 
nuary. Average base price was $.S5 


reased during spring 
1 of the year than ' 
above 1960. 


2 . f<ilk 


Income shows 


the same trend. 






3. Cost 
Bo'te: 


of produetio 
ning of feed 


n actually 
costs . 


declined due 


to mil^ 


winter and 


4 . Retvir: 


n for 11 mon 


tha of 19B1 


was up over 


$.33 from 1930. 



db.Google 



"^i 



s>\, 


?iiK 


M.I 


a,a«o 


11:"/'' 


0.190,'" 

o,V 



D,B,i..ab,Google 



<l 




4 





/IS' 



a;,' 



IVDducir -B- BlIM SI or 



D,g,tza:Jb.GOOg[e 























r^ 














^. 


L> 














^ 
































p 
















> 
















■ 


^ 
















^ 


7 


















~~? 


















^ 




E 












> 




1 



D,B,i..ab,Google 



s I 





1-. i 


\i 1 


5^ ^ 


^i 1 


5 I 


\. \ 


'% 


^^ 


'■••S: " 


''• ^ 


\ 1 



I i i 3 S S S 3 

O 



D,B,i..ab,Google 



D,B,i..ab,Google 






D,B,i..ab,Google 



\ 



DEPOSr 

N 06 688 

),B,i..db,GoogE 



^IM».- 



DATE DUE I 



































































































STANFORD UNIVERSITY LIBRARIES 
STANFORD, CALIFORNIA 94305-6004 



I 



I 

I 



DATE DUE 1 



































































































STANFORD UNIVERSITY LIBRARIES 
STANFORD, CALIFORNIA 94305-6004 




